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Barber Burner No. U-10-MS @ 


BARBER BURNE! 


Assemblies with Built-in Safety 
Pilot and 100% Shut-Off 


All individual Barber Burner units are now available complete with valve t 
safety pilot and 100% shut-off—all built, priced and shipped in one assem 
Some state regulations now require the absolute shut-off device (even the pf 
flame) for all installations using certain types of gas. Barber offers these as 
blies, in one package, on our entire line of single unit appliance burners for e 
use, and for all types of gas fuel. They are easier to order, easier to install, 
all controls properly coordinated. Prices on request. 


Barber makes a full line of ali sizes of conversion burners for round or 
square furnaces and boilers. Also a great variety of burner units for 
gas burning appliances for every purpose. Write for catalog. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, 0 


BARBER BURNER: 
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MAKES MONEY FOR YOU ON 
THE TRENCHING JOBS—IJOUGH OR NORMAL 


CLEVELANDS sureness of top performance under the toughest conditions enables 
you to meet or beat your trenching schedules and set a fast, profitable pace for 
all the following crews. Correct full-crawler wheel-type design—sturdy all-welded 
quality construction from the tougher steels assuring strength to stand the hardest 
strains—a correct, safe, fast speed for every working condition—ample smooth-flow- 
ing correctly-applied power—extreme ease of maneuvering on the job and truck- 
speed mobility are some of the many CLEVELAND characteristics that have given 
them, among the Utilities, an enviable record for Dependable, Economical perform- 
ance. For specifications see your nearest CLEVELAND distributor or write direct. 
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THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE CLEVELAND 17, OHIO 
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AN ARCHITECT GOT A MONEY-MAN TO ADMIT, 


Inever thought of floors in relation to earning power” 








“Floors are such a small fraction of total cost, one tends to forget 
that floor space is actually what a building is for. You say a steel 
Q-Floor costs less than the carpet to cover it? Yet it provides 
electrical availability over the entire exposed area of the floor. And 
‘the steel construction, being dry, reduces building time 20 to 30%. 
These are factors any investor can easily translate into terms 

of money saved. They mean more revenue over the years 

and earlier revenue right from the start. Let’s look at the details—” 


Write for the simple facts— 
H. H. ROBERTSON COMPANY 


2424 Farmers Bank Building, Pittsburgh 22, Pennsylvania 
Factories in Ambridge, Po., Hamil Ont., Ett ° England 


Offices in 50 Principe! Ces @oe World-Wide Building Service 





HERE'S WHAT THE ARCHITECT SHOWED 


Vvvvyer~ 


Wi 


Why Q-Floor reduces building time 
20 to 30%. 


Q-Floor is steel subfioor, delivered 

cut. Two men can lay 32 sq. ft. in 30 seo 
onds. Construction is dry, incombustible. 
The Q-Floor is immediately used as plat- 
form by other trades. No delay for wet 
materials. No forms, no falsework, or fire 
hazard. Even when steel is slow in delivery, 
steel is still faster. You must allow time for 
demolition and excavation. By that time, 
the steel is ready. Steel construction gives 
a faster completion date. Completion time, 
not starting time, determines how soon 
your investment pays off. 


Why Q-Floor keeps a building modern. 


The steel cells of Q-Floor are crossed over 
by headers for carrying the wires of every 
electrical service, regardless of how many 
new busi hi may be i d 
An electrical outlet can be established on 
every six-inch area. It requires but a small 
hole, takes literally only a few minutes. 
No muss with trenches. Tenants can have 
as many outlets, changed as often and 
located exactly, as they please. Such per- 
manently flexible floor plans keep a build- 

modern. exterior may 
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HESE are the dog days which usually 

bring to the front pages of daily 
newspapers, in city after city, some re- 
minders about the shortage of fresh water 
supply. Complicated by the June drought 
which prevailed in several parts of our 
country this year, these reminders have 
been conspicuous and frequent during the 
current summer. 


Town after town has had to restrict the 
unnecessary usage of water for such pur- 
poses as lawn sprinkling and the washing 
of automobiles. Small wonder that Con- 
gress may soon seriously consider bills, 
now introduced in both branches, to re- 
lieve growing shortage of potable water 
supply through the stimulation of govern- 
ment research and expériments for con- 
verting sea water to fresh water. 


WITH our national urban population 
constantly growing and our known 
sources of uncontaminated fresh water 
actually diminishing (through excessive 
usage, diversion, and pollution), it seems 
inevitable that the time must come for 
this, the world’s leading nation, to wres- 
tle with the age-old problem. It was a 
problem that has perplexed generations, 
since the nomadic tribes of the Mediter- 
ranean shores wandered farther and far- 
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ther to escape the salinity of the sea and 
the aridity of the desert. 


OLp as this unsolved problem is, there 
is reason for optimism that it will be 
solved and that we Americans are going 
to be the ones to solve it. Surely, the in- 
tellect and resources that solved the prob- 
lem of atomic fission ought to be able to 
do something with the challenge of the 
Ancient Mariner. 


Te leading article in this issue by 
the well-known Banning, California, 
writer of business articles, ALFRED M. 
CooPeER, gives reasons why it is necessary 
to get started on the problem. Mr, Coo- 
PER seems to have little doubt that such 
a venture will be successful. But he fears 
that, through complacency with inade- 
quate substitutes such as gigantic and 
colossally expensive Federal irrigation 
programs, the important program for sea 
water conversion may become another 
victim of “too little and too late.” 


CaLiForNiA, Arizona, and other west- 
ern states with rapidly booming popula- 
tion are literally parched for water sup- 
ply already. The U. S. Navy and other 
wartime activity showed very promising 
results not only with respect to distillation 
for the removal of salinity, but also usage 
of neutralizing chemicals. 


THERE is no doubt that sea water con- 
version can be accomplished. The only 
remaining problem is to accomplish it on 
a vast enough scale to reduce operating 
costs to a practical level. Once that ob- 
jective has been obtained, our municipali- 
ties and states will quickly take over the 
work of putting sea water conversion 
plants on a utility basis. 


2 * ok * 


HE problems of smaller independent 
telephone companies are beginning 
to get considerable attention these days, 
not only in business and utility circles 
but even in Congress. At present writing, 
we are witnessing the anomaly of con- 
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Restaurant Owners are 


PLUGGING IN ON 
NEW PROFITS 


Why are tea sales soaring in restaurants, cafeterias, 
food counters everywhere? Because now, for the first 
time, operators have a dependable source of boiling 
hot water. It takes boiling water to produce a good 
cup of tea and that’s what they get from the 


SILEX 


 TRARET 


The Silex TeaKet was developed in co- 
operation with the Public Service Com- 
mittee of the Tea Association of the 
U.S. and The Tea Bureau. Inc. It’s a 
winner for food men —a load builder 
for you. Find out more about it—a card 
or call brings full information. 


Feature these SILEX 


sintcinni-tneneertee tOAD-BUILDERS 


*& Thermostatically controlled—Draw as many as 
Be rae ae Sage Silex appliances offer you a double profit 
* Long Life—No moving parts to wear out opportunity — sales and added load. Coffee- 
* sae 5 Pa ey pod ee a makers and Steam Irons for the consumer... 
im 
a a ee Steel Jacket easy to clean, a an, Coffeemaker omen 
eep polished a hining ani olee Trinders tor your commercl 
* ily The continuous supply fbsiling het trade. All backed by the name your custom- 
centrated soup, etc., as well as perfect tea. ers know stands for value —“SILEX”. 





HE SILEX COMPANY HARTFORD 2, CONNECTICUT 
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gressional consideration of a bill to au- 
thorize the Rural Electrification Admin- 
istration to make loans for farm 
telephones. 


Tuis is a bill which has been put forth 
by its sponsors as an aid to small com- 
panies (because it will make available to 
them long-term, low interest loans) ; yet 
it is also a bill which is being vigorously 
opposed by the small telephone companies 
through their state and national associa- 
tions. 


IN this issue, we present an explanation 
of this anomalous situation by an author 
who is admirably qualified for such a 
task. He is CHARLES F, Mason, presi- 
dent of the California Independent Tele- 
phone Association and past president of 
the United States Independent Telephone 
Association. In his own business capacity 
Mr. Mason is president of Associated 
Telephone Company, Ltd., Santa Monica, 
California—the largest independent tele- 
phone company in the United States. 


Mr. Mason was born at Leamington, 
England, in 1882, coming to New York 
with his parents at an early age. He was 
educated in the public schools of New 
York city and got his start in the com- 
munications business in true Horatio 
Alger style by becoming a messenger boy 
with the old Postal Telegraph & Cable 
Company. He switched to the telephone 
industry in 1907 when he was sent to 
San Francisco as a Bell system employee 
of the Pacific Telephone & Telegraph 
Company, in which he rose to general 
manager and commercial superintendent. 
Mr. Mason left the Bell system in 1920 
to head a group of independent telephone 
interests in the Los Angeles suburban 
area, out of which his present organiza- 
tion, Associated Telephone Company, 
Ltd., developed. It is now part.of the 
General Telephone Company system. 


* * * * 


| em after money has been raised and 
new plant facilities have been con- 
structed, a utility company’s headaches 
are not over by any mearis. Even such a 
pleasant event as a dedication ceremony 
requires energetic, resourceful, and tact- 
ful handling. The Toledo Edison Com- 
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CHARLES F. MASON 

pany, of Toledo, Ohio, recently had such 
an experience and the program went off 
so smoothly and well that we thought 
other utility companies might like to 
know how it was done. After all, with 
so many new utility plants springing up 
all over the country, there is hardly any 
organization which does not have this 
situation to handle sooner or later. 


AND so for an inside story of Toledo 
Edison’s dedication fete, we obtained an 
article from the company’s publicity di- 
rector, JoHN H. Barker. A native of 
Lebanon, Indiana, Mr. BARKER was edu- 
cated in Grand Rapids, Michigan, high 
schools and the University of Michigan. 
He joined the staff of The Toledo Times 
after graduation in 1937 and worked in 
various reporting and editorial capacities 
for five years, Went to work for the 
Toledo Edison Company in 1942 as edi- 
tor of The Edison News, the company’s 
employee magazine. Mr. BARKER was 
commissioned an Ensign in the Navy in 


1943 and subsequently served as a public . 


relations officer. He became public rela- 
tions director of Toledo Edison when he 
returned to civilian life in 1946. 


THE next number of this magazine 
will be out August 4th. 
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"So you're getting 
less work per 
PAYROLL DOLLAR 


... Here’s how WE 
met that problem 


R OPERATING COSTS INCREASED be- WORK SIMPLIFICATION WAS APPLIED by 
use of higher wages...shorterhours | Remington Rand Systems Specialists, 
employee welfare activities...high- | who simplified our personnel forms, 
taxes. Convinced that simplified | operating procedures and administra- 
thods could help realize full worker —_ tive methods—then installed them for 
tential, we started a survey of our © us—without getting in our way!—then 
sonnel records and procedures. trained our people in their use. 


K 
oy 
2s 
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INFORMATION 1S NOW ORGANIZED in a 
Kardex Visible System for rapid ad- 
ministrative review of facts about each 
employee. Application, work history, 
attendance record, merit rating data, 
seniority status — are all summarized 
in ONE compact visible system. 


"s NEW EDITION—COPY FREE ON REQUEST 
—; : “PERSONNEL ADMINISTRATION 


ad) | | { , —Records and Procedures” 


nn" 


The 88 pages of this valuable brochure are crammed 

with practical information, new methods, new ideas 

for Personnel Departments in all types of business. 

Ask for your free copy today. Call the nearest 

Sf Remington Rand office for Book’ No. X 521B or 

a - : = write on your business letterhead to Systems Divi- 

ORDS ARE FULLY PROTECTED against - — sion, Room 1111, 315 Fourth Avenue, New York 10 
eloss in Safe-Kardex, with all sup- Cepgrtght 1000 ty Remingtan Band tos. 


brting papers housed in laboratory- 
ed insulated Safe-Files. If fire 
ikes, all vital personnel data will 
available for prompt and efficient 

Psumption of business activities. 
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Coming IN THE NEXT ISSUE 
* 


IN INDIANA, THEY TRAIN THEM YOUNG 
It's a young man's world; but is the utility industry getting its 
fair share of the crop? The present aging leadership of the 
industry is a danger signal which points to the need for a 
positive and intelligent program to cultivate, train, and stimu- 
late the industry's young men in their hopes and ambition to 
become able leaders of tomorrow. Here is an account, written 
by Francis X. Welch of the editorial staff, showing how the 
electric industry of one state. and one company in particular, 
has developed an enthusiastic group of younger employees who 
are systematically training themselves, making the industry's 
problems their own, and otherwise preparing to become leaders 
of tomorrow. 


THE SUBTLE DRIVE FOR SOCIALIZED ELECTRIC POWER 


We hear a lot about the conspiracy of the Communists to seize 
power in the United States; but we do not hear so much about 
a systematic program of persons actually in authority who would 
socialize our electric power and utility industries in such a way 
as to bring about the same result, eventually. Representative 
Ben F. Jensen of lowa, a member of the House Appropriations 
Committee, gives us a frank description of what he believes 
is a movement to socialize the power industry without the peo- 
ple realizing it. 


TELEPHONE RATE REGULATION DURING INFLATION 
Is there legal authority, under prevailing decisions, for the state 
commissions to adjust rates for small telephone companies on 
a basis flexible enough to reflect the dynamic economic changes 
through which we are passing? Clarence H. Ross, prominent 
Chicago attorney, not only believes there is, but suggests a 
procedure mF ae such a result might be accomplished. 


TRACKLESS TROLLEYS AND THE ELECTRIC BUSINESS 


The steady trend in substitution of trackless vehicles for street 
railway transit service in our American cities raises the question 
of the electric utility industry's stake in retaining these transit 
companies as large-scale customers. According to Roscoe Ames, 
the trackless trolley suggests a way for continuing close affilia- 
tion between these two major public utility industries which 
has always characterized their relations in the past. 


* 


A | SO .. . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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KAISER ACSR CUSTOMERS 
GETTING DELIVERIES NOW! 


MAJOR NEW SOURCE of aluminum conductor is now 
aking high quality ACSR. 

Permanente Metals’ new plant, centrally located at 
ewark, Ohio, is producing—and shipping — Kaiser 
CSR. 

Initial orders are going to REA-financed Co-ops, 
. §. Bureau of Reclamation, Bonneville Power Ad- 
hinistration, and public and private utilities from 
bast to coast. 

Assuring the high quality of Kaiser Aluminum 





Cable and ACSR is the most modern rod, bar, wire, 
and cable production equipment in the aluminum in- 
dustry — manned by experienced, highly skilled per- 
sonnel. A full range of standard strandings and sizes 
is being produced. 


Do you need aluminum conductor? If you act 
now you may be able to take advantage of some 
early delivery schedules which are still open. Con- 
tact any office of Permanente Products’ nationwide 
sales organization. 


Permanente Metals 


PRODUCER OF 


Kaiser Aluminum Cable 


SOLD BY PERMANENTE PRODUCTS COMPANY, KAISER BLDG., OAKLAND 12, CALIFORNIA . . . WITH OFFICES IN: 
Atlanta * Boston * Chicago * Cincinnati * Cleveland * Dallas * Denver * Detroit * Houston * Indianapolis * Kansas City* Los Angeles 
ilwaukee * Minneapolis * New York * Oakland * Philadelphia * Portland, Ore, * Seattle * Spokane * St. Louis * Wichita 


Also available through General Electric Supply Corp., Westinghouse Electric Supply Co., and Line Material Co. 
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“There never 


was in the world two opinions alike.” 


—MOoNTAIGNE 





DwicHTt D. EISENHOWER 
President, Columbia University. 


Lorp WooLTton 
Chairman, Conservative Party. 


EpITtor1AL STATEMENT 
London Times. 


Sam RAYBURN 
U. S. Representative from Texas. 


LAURENCE F, WHITTEMORE 
President, New York, New Haven 
& Hartford Railroad. 


Joun W. SNYDER 
Secretary of the Treasury. 


HAMILTON EAMES 
Educational director, American 
Economic Foundation. 


Harotp W, Dosss 
President, Princeton University. 


RAYMOND MOLEY 
Columnist. 
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“T don’t believe optimism is out of place in this world 
of ours.” 


* 


“I wonder how long America can go on taxing herself 
in the interests of other countries.” 


sa 


“Those who now have the benefit of the social services 
cannot look forward confidently to cuts in taxes as well.” 


> 


“No living man will ever see cheap government in this 
country again. You can look forward to a budget of $40 
billion or more for a good many years.” 


> 


“The railroads] must be freed from the type of regula- 
tion and thinking which renders them unable to quickly 
change their pricing and service to meet changing condi- 
tions.” 


. + 


“Atomic energy offers the prospect of revolutionary 
changes in our economic life within a relatively few years. 
Looking toward the future—and I include the near-by 
future—we have every reason to be confident.” 


* 


“Holding our economy in trust for future generations 
is a grave responsibility. We are not paying nearly enough 
attention to the problem of economic ignorance, and we 
do not sufficiently recognize the peril involved.” 


a 


“When all educational institutions become responsible 
to government, thought control is not far away. The last 
thing we want to happen here (in this country) is to 
place our schools under an educational bureaucracy.” 


* 


“What the tidelands issue comes down to is (a) the 
Federal government’s itch to get some of the royalty 
money now paid by oil companies to the states and (b) 
the Federal government’s passion to extend its power of 
regulation over the oil business. It is more of the wave of 
centralized power generated by an administration which 
pays hypocritical tribute to Jefferson.” 


12 
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Can You Be Confident? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, etc.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 


proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 
information. 





National or Sectional Coverage 





» . 


DUDLEY F. KING 


Associates: JOHN H.C. TEMPLETON * CHARLESA.NICHOLLS © PHILIP H. CARPENTER 


70 PINE STREET, NEW YORK 5&6, NEW YORK 





REMARKABLE REMARKS—( Continued) 


Ernest E. Norris 
President, Southern Railway 
Company. 


WiuiaMm H. Brown 
Treasurer, American Viscose 
Corporation. 


L. R. BouLwARE 
Vice president, General Electric 
Company. 


Frank G, RATHJE 
President, Chicago City Bank 
& Trust Company. 


Harry S. TRUMAN 
President of the United States. 


ArtHuUR Hays SULZBERGER 


Publisher, The New York Times. 


Joun J. Barry 
Vice presdient, National 
Shawmut Bank of Boston. 


Excerpt from “The Guaranty 
Survey,” published by Guaranty 
Trust Company of New York. 
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“Regardless of what we do to increase our efficiency 
and economy, the results are constantly minimized or nulli- 
fied by the continually outstretched hands of the ‘gimme’ 
boys. We've got to work more than twice as hard merely 
to stand still.” 


* 


“The great periods of prosperity occur when private 
investment is substantial. Total expenditures for goods 
and services are not greatly accelerated by governnient 
expenditures unless undertaken on a scale sufficiently large 
to completely dominate the economy.” 


* 


“Jobs don’t depend alone on employers, or employees, 
or unions. Jobs depend on what the customer will buy. 
And what the customer will buy depends on faith, faith in 
what’s ahead, faith in the value offered, faith in a brand 
or trade-mark, or the name of a maker or seller.” 


* 


“Taxation to support huge government expenditures 
has become more and more of a threat to American in- 
dustry and the American people. Nobody can quarrel 
with the need for basic government services, but we can- 
not ignore indefinitely the question of ability to pay.” 


¥ 


“Opposition to a fair labor law, to a fair minimum 
wage, to the European Recovery Program, to rent con- 
trol, the housing bill, to national health insurance, to bet- 
ter educational opportunities, to safeguarding human 
rights is no program. Such opposition is only a defeatist 
expedient.” 


> 


“Democracy has no strength unless it is informed and 
it is, therefore, the duty of good citizens to demand that 
they receive the newspapers which properly inform them 
—in other words, the newspapers that are responsible, No 
press can be responsible unless it is free, even though 
freedom does not necessarily spell responsibility.” 


* 


“Some optimists, and they may be in error, think tele- 
vision as an industry may reach the number one spot in 
our economy. Watch television from the entertainment 
viewpoint, from the investment perspective, and particu- 
larly from the advertising angle, because I believe that it 
will alter materially our whole economic picture.” 


* 


“Inflation is too serious a matter to be placed before 
the people in anything other than its true light. No single 
party or group can fairly be held responsible for causing 
inflation or for failing to control it. Mistakes have no 
doubt been made; but they were aggravating factors, not 
primary causes, Inflation is the apparently inevitable re- 
sult of war.” 
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TRANSFORMER FIRES 
PUT OUT BY MULSIFYRE . . . FAST 





When an oil fire breaks out in transformers 
nrotected by a Mulsifyre system, a battery of 
pray projectors puts out the fire... fast. Auto- 
matic, heat-actuated release devices assure quick 
bperation. Extinguishment occurs within a few 
econds after the emulsion-forming spray 
trikes the burning oil surface. 

Mulsifyre projectors are approved by Under- 
writers’ Laboratories, Inc. for extinguishing 
fires in flammable oils immiscible with water, 
wherever such oil is a fire hazard. There is no 
onductivity along the discharge of a Mulsifyre 
projector when the spray strikes conductors 
rarrying high voltages. 

Mulsifyre systems have proven their effec- 
iveness during fifteen years of extinguishing 
ansformer fires. Today they protect hundreds 
of installations all over the world. 


@ Mulsifyre high-velocity projectors produce 
drops large enough and drive them fast enough 
to penetrate the flames without complete vapor- 
ization in flight, but limit their velocity so the 
surface of the burning liquid is agitated into an 
emulsion instead of passing through the oil 
without fire-extinguishing effect. After a period 
of time, the emulsion breaks down, oil and 
water separate, and the oil can be reclaimed. 
For detailed information on Mulsifyre Systems 
write to: Grinnell Co., Inc., Providence, R. I. 
Branch offices in principal cities. 


GRINNELL 


es 2 


PROTECTION 





SYSTEMS 
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o serve nearly 
9,000,000 Ib per hr 

f boiler capacity ordered 
y Utilities in 1948 


In 1948, as in previous years, a large part of the new boiler 
apacity ordered by Utilities will be served by C-E Raymond Bowl 
Mills. And there is good reason for this widespread acceptance of 
the Bowl Mill, for operating data from many plants are making it 
increasingly clear that the Bow] Mill is setting today’s standards of 


pulverizer performance. 


These data not only show remarkably low power consumption 
and maintenance costs but also such important operating advantages 
as... long periods between outages for replacements of parts; no 
appreciable loss of fineness through life of parts; ability to maintain 
capacity with wet coals; ability to operate satisfactorily over a wide 
load range; excellent control characteristics; and quiet, vibration- 
less operation — so quiet, in fact, that you have to glance at the drive 
shaft to be sure a Bowl Mill is in service. No wonder, then, that 40 
per cent of all Bowl Mills purchased to date have been repeat orders. 





Nothing is more fundamental to the successful operation of a 
pulverized-coal-fired boiler than top-notch pulverizer performance. 
The Bowl Mill assures such performance. 50088 


COMBUSTION ENGINEERING— 
SUPERHEATER, INC. 


VN AVENUE NEW ORK 


ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND 
STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS _ 
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IDR-MANCHEN BATTER I 
= “f Se eal _. ECONOMY 


ation Service 


POWER..- 
for Central St 


An important feature of the new 
Exide-Manchex Battery is the 
famous manchester positive plate 
with its unique lead button con- 
struction. The buttons, rolled 
strips of corrugated lead, 
pressed into holes of the lead- 
antimony grid. Forming action 
expands the buttons and locks 
them securely in place. Only a 
comparatively small portion of 
the total lead is formed initially 
into active material... the re- 
mainder is available for gradual 
conversion in service. 





Negative plates, separators and 
other elements are designed to 
match the long life and efficiency 
of the positive plates. All combine 
to provide a battery of excep- 
tional power and _ long-lasting 
trouble-free performance. 


Use Exide-Manchex Batteries for 
switchgear and control bus opera- 
tion, emergency light and power, 
and other storage battery services. 
It will provide up to 100% more 


> capacity in the same given space. 
1888 

ge DEPENDABLE BATTERIES FOR G1 YEARS 
° 1949 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


BATTERIES ds Beant Cnet Lit To 


“Exide” Reg. Trade-mark U.S. Pat. 08. 
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\ K-40 AIR SWITCH FOR 


2000 TO 6000 AMPERES 


be a oe = 





“MK-40” group operated ; 

for ampere ratings 2000 and 

them features you have a right 
HIGH PRESSURE ern switch design. Furthermore a 
CONTACTS AT P . . ~ 

electrical and mechanical design 


BOTH ENDS OF 
ROTATING BLADE proved by laboratory tests and ser 


\ 


* 


Single-Pole Unit of 23 K 
3-Pole Bhreonncett Sete 


A 


Manufactured in 2000 te 6000 Amp f 
Ratings 7.5 to 69 kv inclusive. 


“ey 
YOUR SYSTEM. DESERVES THE BEST— 
YOU CAN HAVE IT AT NO GREATER COST 


- Liberal design with ample material for heat dissipation before opening. Complete operation (opening or closing) 

no cast current carrying parts. is easily accomplished without shock or jar. Blade auto- 
I ition. 

» High pressure contacts at both ends of blade—eliminat- matically locke in open and clesed position 

@ flexible shunts and providing positive low resistance 4. Greaseless non-rusting ball bearings on all essential 

traight line current path from terminal to terminal. rotating parts. 

. Fully controlled and counterbalanced blade movement 5. Operating mechanism furnished with threadless fit- 

tuated by enclosed ball bearing mechanism which ro- tings equipped with self-piercing set screws, preventing 

tes blade about its axis and releases high contact pressure slipping once final adjustments are made. 


DELTA-SEAR urs 
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“100,700 kvar in connectec 


(apacitors 


eq uals 





53% of ou 


system gamer load” 


DALLAS POWER & LIGHT COMPAN 


This is the story that Dallas Power & 
Light Company tells about capacitors: 

“We have an unusual load problem in 
Dallas—air conditioning. As an indication 
of its importance, our system peak load 
now occurs in the summer. It has been a 
major factor in the doubling of our peak 
load since 1942. And—introducing induc- 
tion motors into office buildings, apart- 
ments, and even private residences—it has 
had a marked effect on the power factor 
of our system. 

“As a result, kvar generation has become 
a major consideration with us. We doubled 
our kvar in installed capacitors in 1944, 
and we have tripled that figure in the last 
two years—until today, our 100,700 kvar 
in connected capacitors equals 53 per cent 
of our system peak load. 


“Other central stations may find it « 
interest to note where and how we hay 
used these capacitors: Approximately ha 
of them (48,000 kvar, in round number 
are installed as unswitched capacitors 0 
our 4 kv and 13 kv overhead systems. 
third (35,000 kvar) are installed as switche 
capacitors at our substations. About 16,0) 
kvar are installed on the undergroun 
network, mostly as 230-volt capacitor 
and 82 per cent of them switched. We hav 
a little more than 1000 kvar, switched 
connected to the 480-volt auxiliary bus ¢ 
our steam-electric station. And__finall; 
within the last few months, we have in 
stalled one hundred 3-kvar 240-volt cap: 
citors on transformer secondaries in res 
dential districts. 

“Needless to say, capacitors are ve 
important to us.” 


Apparatus Department, General Electric Company, Schenectady, New York 


GENERAL @@ ELECTRIC 
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21 { National Association of Railroad and Utilities Commissioners will hold annual conven- 
tion, Cleveland, Ohio, Aug. 8—11, 1949 
22 F { American Institute of Electrical Engineers will hold Pacific general meeting, San 
Francisco, Cal., Aug. 23-26, 1949. 
23 Se 9 American Federation d Radio Artists will hold annual convention, San Francisco, 
Cal., Aug. 25-28, 1949. 
24 S q Pan American Engineering Congress ends Rio de Janeiro, Brazil, S. A., 1949. 
9 Third Professional Radio Clinic begins, University of Denver, Denver, Colo., 
25) M 049. @ 
26 T* { American Bar Association will hold annual convention, St. Louis, Mo., Sept. 5—9, 1949. 
27 W 9 American Water Works Association, New York Section, will hold annual meeting, 
Cooperstown, N. Y., Sept. 6, 7, 1949. 
28 'T* ¥ Midwest Gas Association will hold Midwest gas school and conference, Ames, Iowa, 
Sept. 6-8, 1949. 
F 9 New Jersey Gas Association will hold one-day annual conference, Spring Lake, N. J., 
29 Sept. 9, 1949. 
S q{ Rocky  —, Electrical League will hold fall convention, Estes Park, Colo., Sept. 
30 11-14, 1949. 
31 S q Instrument Society of America will hold annual convention, St. Louis, Mo., Sept. 
12-16, 1949 
1 M ¥ American Water Works Association, Pennsylvania Section, will hold annual es) 
meeting, Harrisburg, Pa., Sept. 14—16, 1949. 
2 T* 4 Audio-Visual and Radio Education State Directors begin conference, Chicago, IIl., 
1949. 
W ¥ Rocky Mountain Telephone Association will hold annual convention, Salt Lake City, 
3 Utah, Sept. 22, 23, 1949. 
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California Looks to the Sea! 


That classic cry of the Ancient Mariner: “Water, water, every- 
where, nor any drop to drink,” is being challenged in up-to- 


date thinking about future water supply in the Southwest. 


Are 


the ambitious plans of the Reclamation Bureau and other pro- 
moters of public irrigation — hydroelectric developments — 
likely to provide the right answer, or an adequate solution, to 
the growing problem of water supply in the western states? 


By ALFRED 


s the problem of water supply 
destined to become the final justifi- 
cation of the prophecy of Thomas 

Robert Malthus : That mankind’s abil- 
ity to reproduce will outrun the re- 
sources of the earth to support the 
human race? Water supply is undoubt- 
edly the first and oldest public utility— 
a public service, the beginning of which 
is lost in the shadow of unrecorded 
history. 

Undoubtedly, the ingenuity of man 

will provide a timely solution to the 


*For personal note, see “Pages with the 
Editors.” 


M. COOPER* 


grim implication of the opening ques- 
tion above. Indeed, ever since the 
Malthusian theory was first advanced, 
the resourcefulness of man in finding 
new or alternative abundant sources of 
supply for his living needs has period- 
ically rebutted the warnings of the 
gloomy British economist. First, the 
development of the new world; and, 
more recently, the discovery of syn- 
thetics; and now the untapped riches 
of atomic fission— all these have 
blocked the recurrent idea of a popula- 
tion more endowed with a vitality for 
propagation of its kind than the propa- 
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gation of its supply. On the contrary, 
in the United States, average individ- 
ual living standards have reached the 
highest peak in history. 

So, the picture of the human race 
suffering the fate of the marooned jack 
rabbits, which populated themselves 
right out of existence on a Pacific is- 
land (because they ate all the supplies 
available), does not come into credible 
focus. A species intelligent enough to 
grow vegetables in water tanks, or 
manufacture its clothing and comesti- 
bles out of coal tar, sea weed, or what 
have you, is likely to survive many 
shortages. 

But the fact remains that water— 
fresh water—is the one indispensable 
element for human life which so far 
has not been synthesized, except by very 
expensive methods of distillation. We 
depend for the water we drink, and use 
to nourish our crops and stock, on just 
about the same natural sources which 
watered the earth in the days when the 
ancient Pharaohs first started irriga- 
tion experiments in the rich valley of 
the Nile. These supplies of fresh water 
from rain and snow, from rivers and 
lakes, and the underground table, pene- 
trated by wells and springs, have not— 
by and large—increased in volume. 
But the population of the earth cer- 
tainly has. 


ONFINING our attention to the 
United States, we find this prob- 

lem of special importance in our west- 
ern area. The accompanying map, 
used by Assistant Secretary of the In- 
terior William E. Warne in his discus- 
sion of trouble spots in the United 
States because of heavy withdrawal, 
points up the need for action on ground- 
water problems. Mr. Warne stated in 
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a recent article in Engineering News- 
Record: 


Shown on the accompanying map 
are the principal areas in the United 
States in which ground-water levels 
are declining from the effects of heavy 
withdrawal, Most of these areas, but 
by no means all, are overdeveloped 
and consequently the ground waters 
are gradually being depleted. In order 
to protect these resources, detailed 
studies by the U. S. Geological Sur- 
vey and other interested groups are 
needed. 

A glance at the map shows a pre- 
ponderance of these areas of present 
or potential depletion in the southwest- 
ern United States and in the vicinity 
of metropolitan areas throughout the 
country that draw upon ground water 
for public or industrial use. In Texas, 
for example, widespread areas of agri- 
cultural development — such as the 
High Plains area in northwestern part 
of the state and the Grand Prairie 
region of the central area, as well as 
the industrialized Houston and other 
southern areas—all show at least pre- 
liminary signs of overdevelopment. In 
the states just to the west of Texas, 
where water is so valuable, ground- 
water levels are falling in the Roswell 
basin, the Portales area, and the Dem- 
ing area in New Mexico; in the Saf- 
ford valley in southeastern Arizona, 
and in the Salt river and Santa Cruz 
valley in south-central Arizona, as well 
as other locations. 

In central and southern California 
are other potential trouble spots, some 
of which have already caused wide- 
spread economic dislocation and hard- 
ship Excessive ground-water with- 
drawals may seriously affect local and 
regional economies and may render 
more difficult the engineering provision 
of storage for water supplies suitable 
for municipal or industrial purposes. 
To show the seriousness of the problem 
and the deleterious results, object les- 








CALIFORNIA LOOKS TO THE SEA! 


sons may be taken from the experience 
in the Roswell artesian basin, New 
Mexico, the West basin in California, 
and the High Plains in Texas. 


M:* WakrNE relates that New Mex- 
ico was one of the first states to 
suffer as a result of excessive with- 
drawal of ground water in the artesian 
basin at Roswell. Irrigation with sur- 
face water in 1880 was followed by 
irrigation from the first flowing well 
in the area in 1902. Three years later, 
500 wells poured their waters out. The 
farmers said that the supply was inex- 
haustible and more wells were drilled. 
But by 1925 the answer was plain. 
Artesian pressures had fallen and the 
area of free flow had decreased from 
663 to 425 square miles. Wells and 
farms valued at $5,000,000 were aban- 
doned because operations could not 


be continued. Artesian wells were 
silenced. Increased pumping lift was 
impractical. The state engineer of New 
Mexico then arranged for the Geolog- 
ical Survey to study the basin hy- 
drology and to determine the safe yield. 

After a first unsuccessful attempt, 
the New Mexico legislature in 1931 
passed what is regarded as a model 
ground-water law, giving the state en- 
gineer authority to regulate with- 
drawals in critical areas. The situation 
improved under the law, water levels 
ceased to decline and even recovered 
substantially during the wet year of 
1941. Since that time levels have been 
falling as a result of heavy demands 
responsive to high prices for agricul- 
tural products and of dry water years. 

Whether costly government recla- 
mation work is the complete or final 
answer, brings into the question the 
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vital interest of the established electric 
utility industry. That is because Fed- 
eral reclamation programs invariably 
involve incidental hydroelectric devel- 
opment on a mass scale. And the pres- 
ent Federal government policy for such 
development apparently has little or no 
place in its program for permanent 
participation by privately owned elec- 
tric utility companies. 


F  yrniegs vital interest in this pic- 
ture is that of the general taxpay- 
er, who must foot the bill, or a large 
part of it, if reclamation is to be the 
main solution for quenching the grow- 
ing thirst of an ever-increasing western 
population. It is becoming apparent 
that the cost of reclamation alone is 
approaching the point where the fasci- 
nating alternative of the age-old prob- 
lem of converting sea water into fresh 
water supply is no longer the exclusive 
province of fanciful—pseudo—scien- 
tific writers for Sunday newspaper 
supplements. 

Already San Francisco has taken 
the step, long practiced by north Africa 
cities (such as Casablanca on the fringe 
of the Sahara desert) of utilizing salt 
water for fire prevention, sanitation, 
and other nonpotable purposes. In Los 
Angeles a prize has been offered as an 
incentive for the first genius to discover 
a practical method of distilling sea wa- 
ter, at an economical rate, relative to 
the amount and quality of water dis- 
tilled. 

A total of five bills has been intro- 
duced in the 81st session of Congress 
to authorize the Federal government to 
engage in intensive research in such 
mass distillation processes. California 
naturally looks to the sea because it 
does not have sufficient rainfall to war- 
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rant such alternative measures as the 
giant rain-trapping device used on the 
Rock of Gibraltar. But there still re- 
mains the persistent agitation to play 
with the prevailing rivers and streams 
at the expense of the Federal Treasury, 
And this has the inevitably heavy 
flavoring of politics. 


|S joo the standpoint of the electric 
utility ownership question, the 
most important factor in the Federal 
government during the years imme- 
diately ahead must be the amount of 
so-called “reclamation” activity under- 
taken by the new administration. This 
is true, since “reclamation” and “pub- 
lic power” have become recognized by 
experts as interchangeable terms, and 
continued emphasis by government on 
public power development must in- 
evitably drive private enterprise from 
the field of power generation and 
distribution. 

Since public power has, for years, 
been sold to the American people in the 
guise of land reclamation, it is a fair 
question whether or not the billions ear- 
marked for “reclamation” actually will 
be spent to enlarge a Federal power 
network, the desirability of which 
has never been passed upon by the 
electorate. 

Most of the important reclamation 
projects now planned, authorized, or 
under construction lie west of the Mis- 
sissippi river—in the Missouri valley, 
the Columbia valley, in Texas and 
California, and the lower Colorado 
basin. 

As one example of a reclamation 
project, titanic in scope, conceded by 
experts to be of doubtful value, yet 
calmly put forth by Federal agencies 
as an “essential” project, let us con- 
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Why California Looks to the Sea 


¢¢ Aone the shores of the United States lies the world’s greatest 

source of water, the ocean. And the conversion of sea water 
to domestic purposes is no idle fantasy, but is an accomplished fact. 
The only barrier to the utilization of the vast resources of the sea has 
been the prohibitive cost of its processing. 

“During World War II, in spite of this large cost, it was necessary 
for the United States Navy to produce millions of gallons of domestic 
water by the distillation of sea water, and according to the Army Engi- 
neers, all the information on the conversion of sea water into fresh 
water by distillation and by chemical process which was developed 
during World War II shows the feasibility of obtaining fresh water 


from sea water.” 


—Gorvon L. McDonouca, 


U. S. Representative from California. 





sider the sensational proposal to trans- 
port Columbia river water by aqueduct 
more than 1,000 miles southward from 
Oregon to southern California. This 
project is being vigorously publicized 
as a means of overcoming California’s 
chronic and growing water shortage. 
Intention to utilize this project as an 
opportunity to pile up additional mil- 
lions of kilowatts in hydroelectric 
generating capacity for the public 
power network is played down. To the 
man on the street, inured to a series of 
other grand “Valley Projects” here 
and there, the scheme sounds offhand 


no more impractical than the aban- 
doned Passamaquoddy scheme to de- 
velop power from the tides of the Bay 
of Fundy, 


¢ counsel, James H. How- 
ard, of the Metropolitan Water 
District of California, and a leading 
authority on water problems in that 
state, does not share at all in general 


gullibility. He wants no part of the 
Columbia river rechanneling project 

on any terms whatever. 
“The plan borders on the fantastic,” 
says Mr. Howard in a recent press re- 
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lease. “The project would consume un- 
told years and billions of dollars. There 
would be no end to interstate and 
political complications, to say nothing 
of private property interests. The 
technical and physical difficulties to be 
overcome are tremendous. California 
would be called upon to pay the major 
part of the costs. Eastern taxpayers 
cannot be expected to take on the 
burden as a Federal expenditure.” 

Mr. Howard is basing his conclu- 
sions on many years’ experience, gained 
during the construction and operation 
of the metropolitan aqueduct of south- 
ern California, a cross-state system of 
pipelines, syphons, tunnels, canals, and 
pumping stations which has no counter- 
part on earth as a reclamation device, 
yet which was built entirely with local 
funds. 

Unquestionably, southern California 
will need more and more water as the 
population and industrial plant of the 
state continue to grow. In a recent 
magazine article, Governor Earl War- 
ren states that 20,000 people have 
entered California each month since 
the beginning of 1948—this figure not 
including tourists or sight-seers, mind 
you, but people intending to make their 
homes in the Golden Bear state. With- 
in a decade California's population has 
grown more than 3,000,000. 


HEN William Mulholland, orig- 

inal head of the Los Angeles 
Bureau of Waterworks, conceived and 
executed the project of bringing water 
to arid southern California from 
Owens valley in the northern part of 
the state, Los Angeles felt that its wa- 
ter problem was solved for generations 
to come. Yet, even before his death, 
Mulholland found it advisable to make 
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the original surveys for the route by 
which the Metropolitan aqueduct, only 
a few years later, was to bring a far 
greater supply of water from the 
Colorado river across the state to 
southern California. 

The actual amount of water avail- 
able to the Los Angeles area from the 
Colorado river will remain in doubt 
until the controversy on this subject 
between California and Arizona is set- 
tled in the Supreme Court of the 
United States. In the meantime, south- 
ern California must secure, almost at 
once, additional sources of water to 
care for its mushrooming population 
and skyrocketing industrial needs. 

Part of this emergency situation is 
due to the unparalleled influx of new 
residents. Again, there has been a pe- 
riod of drought in the state for more 
than a year and, because of this, under- 
ground storage of water has dropped 
to such a low level that, in some locali- 
ties, salt water from the Pacific is seep- 
ing into natural underground fresh 
water basins. 

And, finally, because of the wartime 
and postwar rate of growth of San 
Diego (coupled with the extraordinary 
drought which actually dried up most 
of the city’s normal sources of water 
supply ), this border city now is largely 
dependent upon Colorado river water 
for its continued existence. Originally 
San Diego was not one of the com- 
munities that made up the Metropolitan 
Water District of southern California. 
Even with the help of sorely over- 
taxed Colorado river water, the Navy 
authorities of San Diego have found it 
advisable to construct their own aque- 
duct, far back into the coastal moun- 
tains, to ensure an adequate supply of 
water for Navy and Marine Corps 
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bases in the San Diego area, independ- 
ent of the civilian supply. 


y= California has a tremendous 
water supply problem, and the 
Owens river aqueduct and the Metro- 
politan aqueduct are only partial solu- 
tions to this problem. But it is also un- 
fortunately true that there are those 
who will seize upon every such local 
emergency and attempt to convert it 
into another excuse for wholly unwar- 
ranted Federal intervention in such 
matters. It is by taking advantage of 
local crises that great Federal bureauc- 
racies have been created. 

The truth is, that California can 
solve its own water problem, just as she 
has done in the past, and without 
burdening the citizens of other states 
with an unfair share of the cost. 

In this connection, Governor War- 
ren, in the aforementioned magazine 
article, further states that only when 
these problems necessitate the crossing 
of state boundary lines does it become 
necessary for a commonwealth to ap- 
peal to the Federal government for aid. 
Even then, no central authority at 
Washington should administer such a 


7 


project. Governor Warren points out 
that the greatest evil of top-heavy, 
expensive Federal bureaus is not the 
cost of such organizations, but the fact 
that, through these agencies, govern- 
ment inevitably becomes farther and 
farther removed from the control of 
the people. 

The truth is, as Governor Warren 
and Mr. Howard have indicated, Cali- 
fornia’s water scarcity is, principally, 
California’s own problem. Not one 
cent of Federal funds went into the 
construction of either the Owens river 
aqueduct or the Metropolitan aqueduct 
of southern California. The new wa- 
ter crisis in California also can be 
solved, in large measure, through local 
initiative and financing. 


. is not too well known that, for 
many years, U. S. Navy Engineers 
have been successfully converting vast 
quantities of sea water into potable 
fresh water. During the war, Navy 
equipment performed this task, not for 
battleship boilers and crews alone, but 
on an enormous scale on the scores of 
Pacific islands on which hundreds of 
thousands of our troops were stationed. 


<4 HE arid West, where reclamation is essential to the cultivation 

of agricultural land, is not the only area of the country in need 
of new sources of water supply. Water shortages already exist or are 
threatened in a large number of industrial and urban areas throughout 
the nation. .. . The situation is acute not only for arid regions of the 
West, such as those through which the Colorado river flows, but also 
for large metropolitan areas throughout the country. So great has been 
the drain on underground water supplies in the East that industrial use 
of ground water in Brooklyn and in Queens county has been limited by 


law ever since 1934.” 


—Josrepu C. O’MAHONEY, 
U.S, Senator from Wyoming. 
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Such a method of distilling Pacific 
ocean water unquestionably will some 
day be devised to furnish the necessary 
additional water that must soon be 
made available not only in southern 
California, but in areas along both the 
Atlantic and Pacific seaboards. 

The principal objection that has been 
raised with respect to this Navy system 
of distillation is the cost of the fuel re- 
quired to evaporate the sea water. 
However, atomic scientists tell us that 
long before Columbia river water could 
possibly be brought to southern Cali- 
fornia, there will be no difficulty in fur- 
nishing heat for such water distillation 
in plants of any conceivable capacity, 
from atomic energy sources, and at 
reasonable cost. 

Proponents of increased centraliza- 
tion of government Federal “valley 
authorities” may contend that distilla- 
tion of sea water would be too expen- 
sive. But would it be any more expen- 
sive, in the long run, than the proposed 
transfer of Columbia river water to 
southern California? Such a project 
would call for the construction of an 
aqueduct, together with the essential 
system of complementary dams, power- 
houses, and irrigation canals, more 
costly than the combined dams, storage 
basins, and powerhouses along the 
Colorado, Columbia, and Tennessee 
rivers. And it is doubtful if any official 
at Washington would even care to 
guess, within the range of practical 
estimation, the dollars-and-cents cost 
of this gigantic scheme, 


Loess the alluring claim that the Fed- 
eral government will foot the bill 
for such projects is always heard. As 
this is written the citizens of the Mis- 
souri valley are being told, over and 


JULY 21, 1949 76 


over again, that a great chain of floog 
control dams, power-generating da 
irrigation basins, and canals can k 
built in that area at little cost to the citi 
zens of the Missouri valley. The bi 
these local residents are told, will by 
paid by all taxpayers of the country 
and the Missouri valley is furth 
promised, as a gratuitous by-produc 
a great recreational area supervised in 
perpetuity by Federal employees, 

The people of California, of Texas 
of Arizona, and of other states in th 
Union, having water and reclamation 
problems, are being told that govem 
ment can bring them water supply, ir 
rigation, flood control, navigation—o 
various combinations thereof — ané 
cheap electric power at little cost to the 
local taxpayer, since the bill is to bk 
paid by all the citizens of the United 
States. This barefaced appeal to loca 
self-interest is dismissed cynically a 
necessary “sugar-coating” to work w 
regional support, on the basis of some- 
thing for nothing or something 2 
somebody else’s expense. 

The distinction that the general tax- 
payer can well keep in mind between 
Federal reclamation and proposed ex- 
periments in sea water distillation is 
this: Federal reclamation can be and 
always has been camouflaged as 3 
“national interest” to be paid for at the 
expense of the Federal taxpayer, in 
large part. But a distillation process 
would be such an obviously local oper- 
tion, for purely local benefit, that even 
the ingenuity of bureaucratic book 
keeping could not cover up any attempt 
to graft local water bills on the U. S. 
Treasury. 


QO’ course, there might be an initial 
phase of generous contribution by 
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List of Pending Bills in Congress on Water Distillation 


HR 265 by Representative Phillips (Republican, California) 1/3/49 
HR 859 by Representative McDonough (Republican, California) 


1/3/49 


HR 2676 by Representative Doyle (Democrat, California) 2/14/49 
HR 3650 by Representative McDonough (Republican, California) 


3/21/49 


S 1300 by Senator O’Mahoney (Democrat, Wyoming) 3/18/49 
All of the House bills have been referred to the Armed Services 
Committee, while the Senate Bill has been referred to the Interior and 
Insular Affairs Committee. Requested reports are still pending from 
the Defense, Interior, and Agriculture departments. 





jay of experimental development, 
‘pilot plants,” and so forth. Such was 
found necessary in the case of Federal 
government breaking the bottleneck to 
synthetic rubber production in World 
Var II. But once distillation entered 

e phase of practical operation — the 
expense of keeping the water running 
would be up to the local population 
using the water. Which is as it should 
be. As a matter of fact, the alternative 
usage of distillation would even help to 
keep the expense of necessary reclama- 
tion within bounds. This would result 
from a reduction of water withdrawal 
to coastal areas from diminishing in- 
land supply. 

The Central valley project in Cali- 
fornia is a case in point. Take the 
propaganda for Centrai valley reclama- 
tion, for example. To the casual ob- 


server this valley south of San Fran- 
cisco is totally devoid of water supply. 
The publicity of Federal bureaus has 
repeatedly emphasized this fact, 

What is not disclosed, however, is 
that the ranchers of this valley, in the 
vicinity of Fresno, each day pump more 
irrigation water from underground 
sources than each day flows past St. 
Louts in the Mississippi river. Nature 
wisely located California’s Central 
valley rivers underground, where they 
suffer no loss from evaporation. 

It is true that the underground wa- 
ter level in this Central valley is drop- 
ping, year after year. But this would 
not be the case if the great coastal in- 
dustrial and agricultural areas of Cali- 
fornia were not drawing their water 
supply from the High Sierras — the 
source of most of the underground 
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water in California's Central valley. If 
coastal areas were utilizing distilled 
water from the Pacific, there would be 
no justification for burdening the gen- 
eral taxpayer with such projects as 
Central valley “reclamation.” The 
truth is that the relatively small amount 
of water developed, at enormous cost 
for delivery via canal from Shasta dam, 
to the Fresno region, will not, in the 
long run, materially affect the irriga- 
tion picture in the Central valley as the 
population expands there. 


| Say community is led to believe 
that the Federal government can 
furnish money for such stupendous 
projects, without first collecting this 
money from taxpayers. Actually, the 
more worth-while reclamation and 
flood-control projects in America were 
built without expending a penny of 
Federal funds. The Owens river and 
Colorado river aqueducts, which now 
supply southern California with nearly 
all of its water, were locally conceived 
and paid for only by the citizens who 
benefited directly by their construction. 
Likewise, every municipality in Amer- 
ica develops and controls its own reli- 
able system of water supply, purifies 
this water, and distributes it to the 
consumer. 

Truly successful systems of flood 
control in existence in this country can 
be developed by local, state, city, and 
county engineers, as in the Ohio’s 
Miami valley area. Series of catch 
basins, which alone can guarantee ade- 
quate flood control, can be built more 
economically out of local funds, locally 
expended, than by Federal bureaus. 
The Metropolitan aqueduct in southern 
California cost but half a billion dollars 
to construct. As a Federal measure the 
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general taxpayers would probably hay. 
been billed much more for the con. 
struction of this aqueduct. What’ 
more, southern California then woul 
have found its water supply under the 
control of Federal agencies. 

The greatest reclamation project yet 
developed in America (the 3,000,000. 
odd enormously fertile acres of Im. 
perial and Coachella valleys in southerm 
California) was financed wholly 
through private capital, solely as a busi. 
ness enterprise. Only since the Fed- 
eral aid policy of the something-for- 
nothing fallacy has been sold on a po- 
litical basis have Federal funds been 
expended to increase southern Califor. 
nia’s water supply. The All-American 
canal, bringing additional water to 
Imperial and Coachella valleys from 
the Colorado, is such a Federal project. 


I’ the long view, it seems only com- 
mon sense to look to the time when 
cheap water can be made available from 
the Pacific ocean by distillation. Colo- 
rado river water is not and cannot be 
the eventual complete answer to Cali- 


fornia’s water problem. A_ most 
cursory study proves that the Colorado 
does not carry enough water to satisfy 
half of the demands made upon this 
stream by the arid states of the South- 
west and by the republic of Mexico. 
California and Arizona are by no 
means the only commonwealths in 
America which are threatened with 
imminent water famine. Everywhere 
in the United States underground wa- 
ter levels are dropping year by year. 
New York city is faced with this prob- 
lem; and many other points along the 
Atlantic seaboard where rain fall is cer- 
tainly plentiful, sea water continues to 
seep into underground water basins. In 
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Florida, a state blessed with copious 
rainfall, this situation of salt-water 
seepage is acute. The water supply of 
such cities as Fort Lauderdale becomes 
increasingly brackish each year, and 
the rich citrus belt of the Redlands 
is threatened with saline infiltration 
and consequent blight in future years. 
| gresivasioon ofocean water for our 

great urban coastwise areas will 
cost a lot. The history of every new de- 
velopment of this nature in Americahas 
been that at first it has been prohibitive- 
ly expensive. Then, as engineering re- 
finements are made, and we gain in 
“know-how,” the cost quickly drops 
until it becomes a reasonable factor. We 
have seen this natural progression in 
the manufacture of a myriad of de- 
vices, such as aluminum and nylon, that 
were unheard of only fifty years ago. 
The development of synthetic rubber 
is sufficiently recent to serve as an ex- 
ample of what the engineers of private 
research laboratories can accomplish 
when they work under pressure. It is 
certainly a good bet that the brains that 
solved the synthetic rubber problem 
can whip this problem of learning how 
to distill sea water economically. 


| amare it must be noted that Fed- 
eral funds expended in such stu- 
pendous proposed projects as that of 
bringing Columbia river water to Cali- 
fornia are not good credit risks. There 
is no instance in which taxpayers ever 
have had returned to them completely, 
with fair interest charges, any single 
major project investment—out of the 
billions that have been sunk into Fed- 
eral reclamation projects. In the case 
of bringing Columbia river water to 
California, no amount of fancy book- 
keeping could prevent this water from 
being enormously expensive, not only 
to Los Angeles consumers, but to every 
taxpayer in the United States. 

Just by way of ending on a happy 
note, let us look forward to the day 
when the water supply problem will be 
licked because mankind has finally 
mastered the secret of tapping the great 
oceans which cover three quarters of 
the globe. Once that secret is learned, 
the problem of water supply would be 
answered so permanently that even the 
staunchest believers in the Malthusian 
theory would have to look elsewhere 
for evidence of impending doom for 
the human race—regardless of its pro- 
lific reproduction. 





A Cheaper Way to Convert Sea Water 


A 


RECENT report to the United Nations Conference on Con- 
servation and Utilization of Resources describes a new 


process for changing sea water into fresh water. A Diesel engine 
is now able to make 20 gallons of fresh water for one cent— 
from two to three times cheaper than previous methods. The 
process involves boiling and condensing sea water vapors into 
fresh water—speeded up by Diesel engine compressors. The 
report was made by Dr. Abel Wolman of Johns Hopkins 
University. Progress made towards getting fresh water from 
the sea, claims Dr. Wolman, has been surprisingly great in the 
last ten years. 
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Celebrating “D” Day 


“D,” in this case, stands for dedication of new power installation to meet 

the surging demand for increased electric service. How the Toledo Edi- 

son Company planned and carried out its observance when new 100,000- 

kilowatt generating capacity equipment officially became a part of its 
system. 


By JOHN H. BARKER* 


YEAR from now most of the coun- 
A try’s utility executives and pub- 
lic relations people will have at 
least one plant or generator dedication 
behind them. With the biggest power 
expansion in the nation’s history reach- 
ing a climax there is hardly a company 
which isn’t adding capacity. Since ad- 
dition of these new units means, in 
most cases, that a critical power situa- 
tion has been whipped, most executives 
want to make it an occasion for public 
rejoicing. Public relationswise, this is 
a good and necessary thing. And a 
dedication ceremony seems to be the 
best and most dramatic approach. 
Several companies already have 
gone through the experience. We put 
on our dedication show in Toledo Edi- 
son’s Acme station this spring when 
our new 100,000-kilowatt machine 
officially became part of the system. 
We had the prior experiences of sev- 
eral of our friends to depend upon and 


*For personal note, see “Pages with the 
Editors.” 
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we copied freely from their plans, add- 
ing innovations of our own. But even 
with this help, we made mistakes and 
the strain was awful. The fact that our 
D-Day came off successfully was due 
solely to the complete codperation of 
everyone in the outfit who was asked to 
help. Possibly a rundown of our plans 
and experiences will be helpful in plan- 
ning future dedications. 


W: began referring to it as “D (for 
Dedication) Day” last fall when 
the load began to climb up to meet the 
capacity. Westinghouse was finishing 
the unit and we were rushing installa- 
tion of the big 8-story boilers, the con- 
denser, and other equipment which 
would accommodate it. We’d had no 
real power shortage but were making 
the customary preparations for one. 
Industry was being warned, the in- 
creasing demand was discussed freely 
in advertising and news releases, and 
the company was host to a meeting of 
northwestern Ohio newspaper publish- 
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ers at which we explained the situation 
and told what was being done. Every 
dark Tuesday the system operators 
came to work with their fingers crossed. 
_ We came through the winter with- 
out serious difficulty, but we’d done so 
much talking about the new unit that 
we felt D-Day should be made an occa- 
sion for real celebration. We wanted 
to invite our friends in, show them the 
expanded plant, and give them some 
food, drink, and a couple of speeches. 
It all sounded deceptively simple but as 
we went along with the plans we found 
it a very complex operation. Our D- 
Day problems, it turned out, were more 
like the military version than we’d 
imagined when we first used the term. 


wo basic decisions made at the 

outset saved us a lot of headaches 
and paid off in effectiveness later on. 
First, we decided to make it a staff 
operation instead of merely a public 
relations show. The public relations 
department would clear plans and func- 
tion as the hub of arrangements, of 
course, but most other departments 
would participate to some degree, both 
in initiating ideas and in accepting 
assignments. 

Second, we resolved to make our D- 
Day money do double duty wherever 
possible. It was to be a fairly expen- 
sive operation (the accounting depart- 
ment was hoping there’d be enough left 
over to pay for the new machine) and 
we wanted to squeeze every last benefit 
from it. For example, such an event 
gives a company a chance to establish 
or streamline plant tour procedures. 
Signs, displays, and guide badges can 
be designed so they could be used in- 
definitely. Personnel should be trained 
with future tours in mind. Booklets 


and other material may be written so 
they could be used later as general pub- 
lic relations pieces. Photos can be 
made with an eye to future use. We 
made up an extensive press informa- 
tion memo at cost of rhuch research 
effort, but it already is being used to 
help college students gather thesis 
material and large chunks of it will go 
into a forthcoming employee hand- 
book. Kept on file in the newspaper 
morgues it will be a quick, accurate 
source of background material the next 
time we have a storm. The advertising 
agency will find it perpetually useful in 
preparing public relations ads. 


W: set at least three dates for the 
event before coming up with a 
suitable one. The first requirement, of 
course, was that the machine be in op- 
eration (although at least one com- 
pany has dedicated a unit before it was 
running ). The other consideration was 
conflict with other events. Our date, 
for example, was moved a couple of 
times because of a previously an- 
nounced Consumers Power Company 
dedication and the annual meeting of 
the U. S. Chamber of Commerce. Set- 
ting the day of the week was easy. We 
chose Friday because many of the 
guests were from out of town and an 
event earlier in the week would crowd 
their business schedules. 

Next we established a program in 
general terms so the letter of invitation 
could include some mention of what 
the guests might expect. There are as 
many program possibilities as there are 
power companies. All, however, must 
contain similar basic elements : a meet- 
ing place, a plant tour, a central figure, 
and refreshments. 

Again, out-of-towners were our first 
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consideration in setting up the pro- 
gram. We decided we'd arrange it so 
a busy man could come to Toledo, at- 
tend the event, and head for home 
again the same day. To do this we 
would have to show off the plant in the 
morning, have cocktails and lunch 
shortly after noon, and plan the 
speeches so everyone could get away by 
mid-afternoon. So that’s the way we 
outlined it in our invitation. We de- 
cided to have the guests meet at a hotel, 
take them in busses to the plant, and 
return them to the hotel for lunch. 


Suz companies may be fortunate 
enough to have facilities for con- 
ducting the whole program in the plant. 
This, of course, would be much sim- 
pler. But we not only have no food 
service facilities at Acme but all of our 
big machines are in one turbine room, 
sO a speaking program there would 
have been impossible because of noise 
and poor acoustics. 

We were to have two central figures : 
G. A. Price, president of Westinghouse 
Manufacturing Corporation, and W. 
A. Jones, president of Cities Service 
Company, our parent concern. Both 
were contacted well in advance and 
their commitment received before the 
final date was set. Arrangements also 
were made to obtain pictures, biog- 
raphies, and advance copies of their 
speeches. 

In some cases it might be better to 


e 


draw speakers from the list of major 
industrial customers. Joe Bariesas at 
Ohio Public Service brought Benjamin 
Fairless of U. S. Steel to his Lorain 
dedication. In other cases the nature 
of the dedication might dictate another 
procedure. At West Penn Power 
Company’s recent plant opening H. S. 
Metcalfe keyed his program as a 
memorial to Harry. L. Mitchell, 
former company president after whom 
the plant was named. 


Ww the program agreed upon, in 
outline at least, the next chore is 
compilation of the invitation list. We 
found this to be about the most har- 
rowing task. Luncheon accommoda- 
tions limited the number to a top of 260 
persons. The rule of thumb is that an 
invitation list has about a one-third 
shrinkage. So we set our invitation list 
at 325 and keyed our planning to an 
attendance of 225. Actually, 229 per- 
sons attended. 

We made the guest list a staff proj- 
ect. To aid their thinking, staff mem- 
bers were given these categories under 
which to suggest names : company peo- 
ple; holding company representatives; 
officials of neighboring power com- 
panies and other local utilities; repre- 
sentatives of financial houses ; suppliers 
of equipment for the expansion; offi- 
cials of major industrial customers; 
press and radio people; city officials; 
and educators. 


assured the area now has a plentiful power supply. As one 


q “...@lot of people heard about our new machine and were 


country newspaper editor told his readers: ‘If your electric 
razor started with an especial zip Saturday morning it’s 
because Toledo Edison spent $12,000,000 and put a new 


339 


turbine on the line Friday. 
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Incidentally, our personnel depart- 
ment took this occasion to invite deans 
of Midwest engineering schools for a 
discussion of possible candidates for 
our junior engineer program. 

The first list we compiled contained 
more than 400 names, most of them 
suggested as indispensable to the dedi- 
cation. Eventually it was necessary to 
call a staff meeting, pass out copies of 
the list, and go through it name by 
name in order to bring the number 
down. Then came the painstaking job 
of checking spelling, titles, and ad- 
dresses and putting each name on a 3- 
by-5 card. The cards then were parceled 
out to various secretaries so each invi- 
tation could be individually typed. The 
invitations were signed and given a 
final check by C. L. Proctor, president, 
and the cards returned to a central file. 
As answers came in the cards were 
transferred to files labeled “accept- 
ances,” “rejections,” and “uncertain.” 
The invitations went out three weeks 
in advance of the event and during the 
week preceding it the “uncertains” and 
“no answers” were checked by phone. 


v was generally agreed we also 
should have an employee event in 


connection with the dedication. The 
operations department, which had as- 
sumed responsibility for the plant tour 
arrangements, thought this should be 
before D-Day, since that would give 
their tour setup a workout before the 
actual dedication. It also would be in 
line with our policy of giving employees 
first consideration, as far as possible, in 
any major company event. It was set 
for the Sunday prior to D-Day on the 
assumption that Sunday is the best day 
for the entire family to go out together. 
A letter was sent by Charles E. Ide, 


executive vice president and general 
manager, to each employee’s home in- 
viting the family to inspect the plant at 
any time between one and five Sunday 
afternoon. This phase of the dedica- 
tion turned out to be the most valuable. 
More than 1,600 employees inspected 
the plant, many of them for the first 
time. ; 

Approaching the plant tour problem 
from the standpoint of establishing a 
permanent tour routine, Henry Kerr, 
vice president of operations, and his 
department began by marking the 
shortest route which would (a) give 
the tourist a sample of every operation 
but would (b) eliminate as much repe- 
tition, walking, and stair climbing as 
possible. 


—— first point of call was a series 
of tables where guests would be 
registered and informational material 
passed out. This would give us a con- 
trol point where a rate of flow could be 
established. Next was a checkroom. 
From there a lane marked with white 
tape and emphasized at doubtful points 
with directional signs led through the 
plant. Standards were made to hold 
signs which would identify various 
pieces of equipment and operations, 
and guides were selected from plant 
personnel to be stationed at convenient 
points to answer questions. 

From subsequent comments we dis- 
covered the best feature of this method 
is this : Guests were able to choose their 
own pace and examine what interested 
them most. They were neither rushed 
through nor were they delayed while a 
guide explained in detail something of 
no particular interest to them. 

The route ended, of course, at the 
new unit. A series of displays was set 
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Getting “D” Day under Way 
74 \ i J® began referring to it as ‘D (for Dedication) Day last fall when 
the load began to climb up to meet the capacity. ... We'd had no 
real power shortage but were making the customary preparations for one. 
Industry was being warned, the increasing demand was discussed freely 


in. advertising and news releases . . 


” 
. 





up in this section of the turbine room 
so the first ones through would be able 
to amuse themselves until the last had 
completed their tour. Included were a 
model stoker, a model pulverizer, a 
continuous motion picture describing 
power generation, a working display of 
laboratory apparatus, a lighting dis- 
play, and others. We also used to good 
effect a bicycle generator rigged with 
light bulbs on the handle bars to show 
the rider how difficult it would be for 
him to generate a penny’s worth of 
power, and the “Oomphmeter,” a 
comic gadget supplied by Westing- 
house which purports to measure viril- 
ity. We had hot coffee on hand, too. 


_— the operations department 
was busy with the plant tour ar- 
rangements, we went ahead with the 
other phases: printed material to pass 
out at the plant, arrangements with the 
hotel for lunch and room reservations, 
plans for transportation, and a pub- 
licity and advertising plan. 
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Taking them up in that order, we 
decided to give the guests a 3-piece 
packet as they registered. The major 
piece, a plant tour booklet which we 
expect to use for all future plant tours, 
was titled ‘““Welcome, Visitor: Toledo 
Edison’s Story in a Six-minute Cap- 
sule.”’ It is a 3-color folder in railroad 
time-table form which describes the 
operation in simple terms and contains 
a center-spread map of the area we 
serve. The second was a dedication 
program containing the sequence of 
events and the luncheon menu, It fold- 
ed to the same size as the visitors’ book- 
let. The last was a wedge-shaped card 
bearing the guest’s name in half-inch 
letters (so others could see it without 
embarrassing scrutiny), designed to 
protrude from the breast pocket of the 
guest’s coat. Blanks were cut and im- 
printed with a small Reddy Kilowatt 
near the top and names were hand- 
lettered as rapidly as acceptances were 
received. The packets with the name 
cards on top were filed alphabetically 
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in boxes where they could be reached 
easily as the guests registered. 


Oo” hotel arrangements began with 

a conversation with the manager. 
This, we told him, was to be as im- 
portant an affair to us as any we'd have 
in a good many years and we would 
appreciate his codperation in making it 
a success. He promised it and we im- 
mediately asked for a block of twenty 
rooms, two suites, a cocktail room, and 
adining room. He told his room clerk 
to assign these rooms as we received 
requests for reservations and arranged 
for us to register and draw the room 
keys for those whom we would meet 
at the airport or depot. His catering 
department took over most of the plan- 
ning for cocktails and lunch. Faced 
with Friday menu quandry, we con- 
cluded a choice of meat or fish would 
delay things unnecessarily, so decided 
to try for the best fish course available. 
The hotel was able to buy fresh pom- 
pano in Florida and have it flown in, 
with results that were universally 
satisfactory. 

A company man was assigned to 
arrange for, and ride herd on, the 
touchy problem of transportation. He 
arranged for a shuttle service running 
on a 7-minute schedule from a hotel 
entrance where traffic was light and 
parking could be prohibited. Signs at 
other entrances and in the lobby direct- 
ed guests to this point. The busses 
stood by at the plant for the return trip. 


ery of our advertising and most 
of our news releases for the pre- 
ceding eight months had been built 
around the expansion program in gen- 
eral and the generating unit in particu- 
lar. As a climax, we used two full-page 


spreads and one half-page ad during the 
final week. The first was built around 
the employee event: “Today we are 
holding open house for all the Edison 
Family. ...” The second was primarily 
an industrial relations ad: “These 
Toledo firms helped us build it... .” It 
pointed out that the plant expansion 
was the work of 378 firms of which 
252 were in business in Toledo. We 
listed these and sent an advance proof 
together with a note from Mr. Ide to 
each of them. The response to this was 
extremely favorable, although we had 
some explaining to do to one major 
supplier whose name had not appeared 
on the purchasing department’s list. 
Anyone using this sort of thing should 
check the list carefully with every de- 
partment that could reasonably be ex- 
pected to know anything about it. The 
final ad was about what you’d expect: 
“Tomorrow we dedicate the great new 
turbo-generator at Acme station to the 
service of Toledo and northwestern 
Ohio, ...” 

To tie the three together, each was 
illustrated with one of a series of aerial 
pictures we had made for the occasion. 
(Here again, dedication money did 
double duty for the aerials will be use- 
ful in dozens of ways.) 


6 dew publicity led off with a story of 
the impending completion of the 
new unit. A story on the dedication 
plans, then, was timed to appear when 
the invitations were delivered. Stories 
on individuals who would figure in the 
event were put out as acceptances were 
received. These included individual 
releases to weekly newspapers as 
mayors of various communities indi- 
cated they would be on hand. Pictures 
of the new equipment were fed out 
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from time to time and arrangements 
made to cover the event for trade 
magazines. One national news maga- 
zine, which picked Toledo as a lead for 
its power shortage story last fall, was 
contacted and indicated it would use a 
picture and story. In each case, a spe- 
cially written version of the release 
was sent to radio newscasters in the 
area, 

Finally, we drafted a suggestion 
for an editorial, stressing the com- 
munity value of the added power sup- 
ply, which appeared the morning of the 
dedication. 

The question of a radio broadcast 
during the luncheon was discussed and 
discarded because of the necessity of 
scheduling everything else around it. 
Others who have tried it warned us 
that a lagging schedule might put the 
main speaker on the air right in the 
middle of the soup course. 


y the main, the program went off as 
planned. The guests began to as- 
semble in at the hotel about 10 am 


and, although we had to call on the 
hotel staff to help get them to the 
busses, most had been ferried to the 
plant by 10:30. The first guests 
through the plant boarded busses for 
the hotel at 11:45 and the cocktail bar 
was open to receive them. The last ar- 
rived at about 12:30 and luncheon was 
served at one o'clock. Although the 
program was longer than anticipated, it 
concluded a few minutes past 3 and, 
so far as we know, all the out-of-town- 
ers were able to make their trains and 
planes. 

Although there’s no way of knowing 
for sure, we think the results were 
good. At least a lot of people heard 
about our new machine and were as- 
sured the area now has a plentiful 
power supply. As one country news- 
paper editor told his readers : “If your 
electric razor started with an especial 
zip Saturday morning it’s because 
Toledo Edison spent $12,000,000 and 
put a new turbine on the line Friday.” 

After all, how cataclysmic can you 
get? 





T4 HE American people created for themselves last year 
nearly twice as much in real wealth as they did 


twenty-five years ago. In terms of purchasing power, the 
only significant coin, the industrial employee today needs to 
work, on the average, a little over half as long as in 1924 to 
buy the same amount of goods. 

“The nation’s stockpile of productive tools, which produces 
this real wealth, has been built by readiness of the people to 
save and invest in the nation’s enterprises. We have made our 
progress only because we have been willing, individually and 
collectively, to invest more and more money in providing 
these tools of production. Since 1924 the investment in 
American industry has nearly doubled.” 

—CrAwForRD H. GREENEWALT, 
President, E. I. du Pont De Nemours & Company. 
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Today’s Problems for Small 


Telephone 


Companies 


A review of the principal operating complications which face 
small independent telephone companies in California and 
in the rest of the United States as well. 


By CHARLES F. MASON* 
PRESIDENT, CALIFORNIA INDEPENDENT TELEPHONE ASSOCIATION 


[' I were suddenly to be awakened 


out of a sound sleep and asked to 

name, right off, the three most 
pressing problems facing the inde- 
pendent telephone industry today, I 
believe I could answer truthfully, and 
without hesitation: “money, money, 
money.” 

Our companies need more money in 
the form of equity financing for new 
plant. They need more money in the 
form of easier credit to take care of the 
more pressing operating problems. Last 
but not least, they need more money in 
the form of revenues from rates, to 
take care of the still rising margin of 
operating costs. 

The main trouble is, perhaps, the 
problem of deciding which of these in- 
cessant demands for more money re- 
quires the most attention of the tele- 
phone company management. I am 


*For additional personal note, see “Pages 
with the Editors.” 


considering now principally the smaller 
companies. These are the companies 
which need help and guidance to solve 
their financing problems. Many of 
these companies have come through the 
war and the postwar period to date with 
plant facilities greatly in need of im- 
provement or replacement. 

And now that the peak of generally 
rising prices and other commodities 
and services has been passed, we are 
going to have more of a problem ex- 
plaining to subscribers the reason why 
some telephone company rates may 
have to continue upward, although oth- 
er cost of living items are on the down 
grade. The lag in the upward trend of 
telephone rates is neither self-explana- 
tory nor immediately apparent. These 
companies face a challenging task in 
their struggle to render better service 
at reasonable rates which will yield 
adequate return to investors. 

We hear a great deal these days 
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about the possibility of smaller com- 
panies getting cheaper loans and more 
generous credit. But amy loan is an 
obligation that must be paid back, 
amortized, sooner or later. No com- 
pany’s credit rating is going to amount 
to much, if a plan for redeeming credit 
extension is not worked out before the 
credit is extended. 

In other words, some permanent 
form of financing is the main solution 
needed for the small companies’ prob- 
lem, as distinguished from incurring 
more and more debt obligation which 
can get a small company into serious 
trouble very quickly, if the economic 
weather should turn out to be rainy as 
time goes by. 


Fine danger of borrowing, regard- 
less of how low the interest rate 
may be, is a hazard peculiar to a regu- 
lated industry such as our own. In 
other lines of business, prices can be 
quickly raised or lowered to take care 
of passing economic changes. But the 
relatively rigid nature of utility rates is 
something with which we are only too 
well acquainted. The telephone com- 
pany which has assumed top-heavy debt 
structure, during a period of generally 
falling prices, is almost asking for 
trouble. 

The late and great public figure, 
Wendell Willkie, when he was president 
of the Commonwealth & Southern 
Corporation, once explained this char- 
acteristic of utility financing before a 
congressional committee in the follow- 
ing language. He said: 

There is no business in the world 
that requires money, such as the utility 
business. , . . Supposing you and I are 


going to organize an automobile fac- 
tory and we say that $10,000,000 is the 


JULY 21, 1949 


capital that we are going to put into 
that business. Now, there is no neces- 
sity, as long as we want to confine our- 
selves to that particular organization, 
to ever raise a dime more than the $10,- 
000,000 capital. But in the utility busi- 
ness, every morning that a utility man 
gets up, he knows that before the day 
is over he is going to have to make 
some capital expenditure. I do not 
mean operating expenses. He has got 
to put some more money in his plant. 
Some fellow calls up the service de- 
partment and says, “I want a connec- 
tion.” 

And, of course, under the law they 
have to make that extension. 

Here is a new factory that starts up 
—here is an old factory that starts up 
—every day, every hour almost, of 
every utility in the country, they need 
more capital ; whether it be good times 
or bad times or indifferent times. 


What Mr. Willkie said about utility 
business generally, is no less true in the 
telephone business. There is always 
the temptation to snap at the low in- 
terest loan which increases indebted- 
ness, without basically stabilizing the 
company’s financial structure. 


wo then is necessary for a small 
telephone company to secure 
equity investment? First of all there 
is the indispensable need for some com- 
panies to keep records accurate. It is 
only in this way that they can even hope 
to obtain local financing through their 


friends and acquaintances. Sound 
financing of a small company’s con- 
struction program should provide for 
periodical investment through common 
stock sales or through other forms of 
increasing permanent equity invest- 
ment. 

Overindulgence in debt and neglect 
of equity financing mean that, as the 
construction program progresses, the 
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owner of the little telephone company 
comes under pressure to raise new 
capital without regard to the state of 
the market. The cautious small com- 
pany owner will not exhaust his credit 
to the point where he literally comes 
under the gun and has to raise money 
at a real sacrifice. 

In certain cases smaller companies 
may gain some benefit by working with 
security dealers. Where a company is 
not well known there is little spon- 
taneous demand for its shares in a 
competitive security market. And yet 
the equities of such companies may 
have real investment merit. Such a 
company may simply need an experi- 
enced form of presentation to tell the 
story—especially to potential investors 
located in the service area who know 
its soundness, who are familiar with its 
future promise. 

There is much a small company 
management can do to make equity 
investments in its companies more at- 
tractive. Full and complete information 
is step one; cultivating potential in- 
vestors and investment prospects may 
well be another step. 


HEN we stop to think that the 

preparation of such information 
is often the same type of effort that 
must be made in the adequate prepara- 
tion of a rate case, I believe there 
might be some opportunities here for 
killing two birds with one stone. By 


that, I mean developing factual data 
for rate cases, with the idea of also us- 
ing such fresh and basic statistics to 
attract equity capital. There is a lot 
of money lying around loose right here 
in our own back yards; money owned 
by people who know us, who know 
what we can do with it, and who would 
be glad to invest it in their own com- 
munities if they only knew the true 
story. It’s worth thinking about any- 
how. 

Nevertheless, during recent weeks, 
it has been remarked that there has 
been a sharp change in the business pic- 
ture. It seems reasonable that the de- 
cline in industry production, now well 
under way, may continue until about 
the second quarter of 1950, when pro- 
duction is expected to turn up. On the 
basis of what has happened in other 
periods of declining business—the only 
guide we have—production may again 
reach the high level of 1938 by the end 
of 1951. Based on a recent survey an- 
nually made by Charles E. Wilson, 
president of General Electric Company, 
there would appear to be about three 
reasons why we may not expect a more 
drastic decline in total industrial 
production. 

First, we lack the great speculative 
excesses in such areas of the economy 
as inventories and the stock market 
which featured 1920, 1929, and 1937 
setbacks. 

Second, adjustments in the form of 


e 


now well under way, may continue until about the second 


q “It seems reasonable that the decline in industry production, 


quarter of 1950, when production is expected to turn up. On 
the basis of what has happened in other periods of declining 
business—the only guide we have—production may again 
reach the high level of 1938 by the end of 1951.” 
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curtailed production, reduced prices, 
and inventory control are already well 
along in some industries. Such a piece- 
meal readjustment is less serious in its 
effects than if it all took place at one 
time. 

Third, the large and increasing vol- 
ume of government expenditures for 
security and construction, government 
support of farm prices, and the antici- 
pated Federal deficit should cushion the 
decline. 


Ov the hopeful side, it is clear that 
we have passed the peak of an 
inflationary emergency which threat- 
ened for a time to grind the entire tele- 
phone industry between the millstones 
of rising prices and rigid price con- 
trols. The employment market is eas- 
ing off which should take some of the 
pressure off of our smaller companies. 
These companies have been coping with 
a difficult problem of personnel turn- 
over ever since the war ended because 
of the high rate of local employment 
demands by other industries, 

Production in many lines of consum- 
er goods has caught up with the de- 
mand, and consumers are once more 
shopping. The higher rate of large 
amount of money in circulation as well 
as savings should give continued con- 
sumer support to vital public services, 
such as the telephone business. 

On the debit side of the ledger, I 
foresee several clouds on the horizon 
for our independent telephone industry 
later within the 12-month period 
ahead. There still pends in Congress 
an administration-supported bill to in- 
crease the minimum hourly wage 
under the Fair Labor Standards Act. 
Washington observers feel that any 
final law enacted this session will prob- 
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ably not contain the high 75 cents to 
$1 an hour minimum originally pro- 
posed. So, relatively speaking, we of 
the independent telephone industry can 
take some comfort from the fact that 
it could have been worse. You, of 
course, know that California has a 65- 
cent minimum wage for women. 


I REFER to the very definite threat, 
which existed earlier this year, that 
the 81st Congress would be disposed to 
take the advice of certain labor inter- 
ests and wipe out the exemption in the 
present law for operators’ wages at 
telephone exchanges of 500 stations or 
less. Thanks to the very convincing 
presentation to Congress of the case 
for the small companies, by witnesses 
before both the House and Senate 
Labor committees, this threat has not 
materialized. Although the pending 
legislation will bear close watching 
until it is finally disposed of, I think 
our independent telephone people, in 
supporting the efforts of their state and 
national associations, have made it 
abundantly clear to the Congress that 
this exemption is necessary and must 
be retained, if public telephone service 
in small communities is not to be 
damaged or destroyed. 

But sometimes partial relief has a 
tendency to distract our attention from 
added burdens, And there can be no 
doubt that the Wage-Hour Bill as it 
may yet be passed by the 81st Con- 
gress—although somewhat milder than 
the original 75 cents to $1 an hour 
version supported by the administra- 
tion—still represents a grave burden 
for those of our independent companies 
not covered by the 500-station exemp- 
tion. 

Congress must be made to recognize 
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Production Meets Demand 


ee in many lines of consumer goods has caught up with 

the demand, and consumers are once more shopping. The higher 

rate of large amount of money in circulation as well as savings should 

give continued consumer support to vital public services, such as the 
telephone business.” 





the special impact of this burden on 
our companies. It is a special impact, 
because of the round-the-clock nature 
of telephone company operations. It 
represents an increase in payroll re- 
sponsibility approximately 3 times 
greater than the effect of such a change 
on other business which operates on 
a single shift per day. If this increase 
is finally enacted, the new minimum 
hourly wage will start at the beginner’s 
level which means general payroll in- 
creases in other levels, to maintain the 
present differential in favor of older 
and more experienced employees. 


Ts offset these and other burdens, 
there must be a better understand- 
ing about the need for additional reve- 
nues from rates to take care of any 
such increasing operating expenses. 
There has already been too much loose 


argument about “absorbing” wage 
costs through profits. We of the inde- 


pendent industry know better than that. 
We know that earnings have been in- 
adequate for many companies during 
the inflationary spiral. If these payroll 
costs are to be increased there is only 
one place where they can be absorbed. 
That is through higher rates. 

I’d like to offer a word about what 
might be called “half-a-loaf” rate 
petitions. During the past twelve 
months, as we all know, our telephone 
companies have been under tremen- 
dous pressure to increase rates. There 
has also been considerable counterpres- 
sure, from various quarters, to resist 
rate increases. As the result of being 
caught in the middle, in this way, some 
of our companies may have tried to 
compromise, to minimize, and to write 
down their rate requirements to the 
lowest possible point. 

In some cases the rate increase re- 
quested may not have been sufficient 
to see the company through the im- 
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mediately discernible future, Some rate 
applications have been skimped with 
the expectation, or hope, or-—one might 
even say—on a gamble that the future 
will bring better operating conditions 
and the companies will get by somehow. 


M“* I suggest that a telephone com- 
pany which is tempted to cut its 
rate requirements below the safety 
point in this way is not only taking 
chances on its ability to serve the pub- 
lic but also placing other companies 
of similar size and rate requirements 
at a comparative disadvantage. We 
cannot blame regulatory authority for 
wondering how one company can get 
along with little or no rate increase 
while others are asking for higher 
rates. In fairness to ourselves, to our 
subscribers, to our investors, and to 
our sister companies, I trust that the 
smaller companies will look well to 
their full company requirements when 
compelled to seek rate relief. They 
could be a penny wise and a pound 
foolish and actually do a disservice to 
the public if they fail to ask for just 
and proper compensation for service. 

After all, regulatory law does not 
require a telephone company to go 
through a period of inadequate earn- 
ings or subnormal return, even if it 
could foresee, with positive assurance, 
that higher earnings were just around 
the corner in the future. Regulatory 
law gives our companies no compensa- 
tion for past deficits. We need not 
apologize for telephone rate per- 
formance during the postwar infla- 
tionary period, when we stop to think 
that such rate increase has averaged 
only about one-fourth of the percentage 
of postwar price increases experienced 
in general cost-of-living items. 
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Furthermore, some of our com- 
panies are faced with the simple busi- 
ness fact that unless we can get ap- 
proval of adequate increases in our 
earnings, we will have no choice except 
to stop or curtail construction pro- 
grams. 


HAT brings us to our perennial 

headache over the tax burden on 
our telephone industry. I believe it was 
Edmund Burke who once said _ that 
there is nothing certain in this world 
except death and taxes. I am tempted 
to make a humble observation on that 
to the effect that, while we only die 
once, taxes go on forever and ever. 
What’s more, death doesn’t get any 
worse every time Congress meets. Of 
course, if it were only as easy for the 
rest of us to raise taxes as it is for 
Congress, we wouldn’t have any prob- 
lem at all. 

If the experience of the past twelve 
months has taught us anything at all, it 
is that there is an amazing amount of 
confusion among our political leaders. 
A little more than a year ago, Federal 
officials were predicting that any cut 
in taxes would give price inflation a 
new shot in the arm, Early this year 
these same officials were telling 
Congress that it was necessary to im- 
pose wartime price controls to head off 
inflation. 

We all know what happened when 
Congress refused that kind of advice 
in both instances. It refused to reimpose 
wartime controls and it cut personal 
income taxes. And the big inflationary 
trend that was forecast has already 
passed the peak. Prices of many com- 
modities have dropped substantially. 
Declines of 20 per cent and more in 
certain food items have been registered. 
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It is important to keep in mind that 
what did happen was the result of a 
free market; not an artificial black 
market, which only flourishes under 
government controls. Our nation’s 
economy has been reacting to the pow- 
erful forces of supply and demand. 
And, while the tax cut, this year, gave 
more people more money to spend, pro- 
ducers in many fields have increased 
their output. Some of our government 
officials have been busy trying to ex- 
plain this. But hard facts seem to point 
to the conclusion that somebody slipped 
up in the government forecasting 


department. 
|, poree-wes should be given to 
another tax situation—one which 
directly affects our telephone business. 
The general public does not realize 
that, in California at least, the govern- 
ment is actually making more money, 
more profit—out of the telephone busi- 
ness than the people who own it and 
try to run it. In my own organization 
I know that to be a fact. According to 
its last annual report Pacific Telephone 
& Telegraph Company paid a combined 
Federal, state, and local tax bill of over 
$35,000,000 as compared with the net 
income of $25,000,000. This same situ- 
ation is also true in Associated Tele- 
phone Company, Ltd., which showed 
a total tax bill of $2,375,000, while 
its net income from earnings amounted 


q 


to $1,560,000. I dare say that the same 
or a similar ratio of tax to earnings 
holds for many of the smaller inde- 
pendent companies. 

Now this picture is especially dis- 
turbing when we consider that our sub- 
scribers, who must help to pay these 
taxes indirectly in the form of rates 
which the company must charge for 
service, are also taxed directly by the 
Federal government at the prevailing 
excise tax rate of 15 per cent on month- 
ly exchange bills, and 25 per cent on 
toll calls. This situation has a most 
discouraging effect on prospective 
stockholders and equity investors. 
More and more, the investors realize 
that Uncle Sam claims most of any 
potential profit reward from his invest- 
ment. More and more he loses the in- 
centive to invest his money in anything 
except tax-free government securities. 
More and more, it becomes evident, or 
it should become evident, to our state 
regulatory authority that these com- 
pany-paid taxes represent far more of 
a burden on the subscriber, and con- 
tribute far more to the pressure of in- 
creased rates, than does the relatively 
modest profit or rate of return which 
is left over for the owners of the tele- 
phone company, after expenses and tax 
bills have been paid. 


W 


HILE it may be too much to ex- 
pect, in this day and age, that the 


e 


“AccorDING to its last annual report Pacific Telephone & 
Telegraph Company paid a combined Federal, state, and local 
tax bill of over $35,000,000 as compared with the net income 


of $25,000,000. This same situation is also true in Asso- 
ciated Telephone Company, Ltd., which showed a total tax 
bill of $2,375,000, while its net income from earnings 


amounted to $1,560,000.” 
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investors should get an even break with 
Uncle Sam, it certainly is a matter for 
our lawmakers and policy makers to 
consider, I realize that our California 
Public Utilities Commission has noth- 
ing to do with levying taxes, but it 
is concerned with the result of taxa- 
tion. It is also concerned with utility 
development and performance. Cer- 
tainly, the evidence demonstrates the 
principal reason why telephone rates 
have to press upward and why it is 
difficult to interest new capital invest- 
ment for new plant and plant expan- 
sion. 

I say that this politically inspired 
notion that corporate taxes cost the 
individual nothing, or very little, is an 
insidious fallacy. What we need more 
of, is a public spotlight on the corpo- 
rate tax burden as it affects the pocket- 
book of the average citizen. 

It has been said that the American 
public is the best informed in the world, 
and I dare say that is true. But it is 
a disturbing fact that the public is 
sometimes better informed about some 
things that are not so than it is about 
some things that are so. The Opinion 
Research Corporation of Princeton, 
New Jersey, recently made an exhaus- 
tive survey of opinions among em- 
ployees of American industry, The re- 
sult of this survey shows that the aver- 
age employee actually believes that 
industry is making 25 per cent profit. 
Asked what he considered a fair profit 
—his answer was 10 per cent. 


’ ] ‘HOSE are opinions. What are the 
facts? The facts are that, in the 


case of our own industry, the average 
actual return or profit is far less than 
the profit the employee himself thinks 
is even fair. We, on the inside of the 
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business, can easily become appalled 
at the amount of misinformation which 
exists in public circles about our 
operations. 

But, getting back to the subject of 
taxes, it is to be hoped that Congress 
will soon see the unfair and unwar- 
ranted situation which prevails in the 
form of excise taxes on telephone 
service. It is bad enough that such a 
vital and essential business has been 
unfairly catalogued, all during the war 
and after the war, as a “luxury” to be 
taxed unmercifully in the same cate- 
gory as liquor, jewelry, and amuse- 
ment. But now we even hear of special 
groups in Washington pleading that 
the excise taxes on these other luxury 
items should be removed, or cut down, 
first, because they are bad for the fur 
business or jewelry business or night- 
club business, Well, I want to say right 
here and now that the excise taxes are 
certainly not good for the telephone 
business or for the people who use 
telephone service. 

That brings me to perhaps the most 
ominous threat which has faced our 
telephone industry in many a day. | 
refer to the legislation now being con- 
sidered by Congress to have the Fed- 
eral government finance rural telephone 
service through the Rural Electrifica- 
tion Administration. It is known to 
all as the Poage Bill. It is, at this writ- 
ing, pending in the House of Rep- 
resentatives, and a companion bill is 
already under consideration by the 
Senate Agriculture Committee. 


— has been said and written 
about this legislation in our tele- 
phone trade press and elsewhere. Sup- 
porters of this bill, using the divide- 
and-conquer tactics which have long 
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Receivership Comparable to Dictatorship 


cé 


s the business world knows, when a corporate enterprise's liabilities 


exceed its assets, a receivership results. Some strong group takes 

over the company’s affairs, and tries to salvage enough out of the balance 

to get the company’s affairs once more into solvent operation. When a 

government goes broke, through an excess of tts liabilities over its ability 

to pay, the result is pretty much the same, except that we have a DICTATOR- 
SHIP, instead of a receivership.” 





since become the hallmark of socialistic 
strategy, are seeking to divide our 
industry, particularly our independent 
telephone industry. 

They know that many small com- 
panies could well use long-term loans 
at a low rate of interest, And so we 
are being told that this bill is to help 
these little companies. We are being 
told, and told falsely, that our state 
and national associations do not rep- 
resent the true sentiment of our small 
companies. We are being told that a 
large proportion of our independent 
telephone people are actually in favor 
of this bill. 

I hesitate to use the short, ugly word 
which can be the only true answer to 
this barrage of propaganda. Let us just 
say that the people who repeat these 
things have been careless with the 
truth. The fact of the matter is that 
this bill, if enacted, would create an 
authority for extending federally sub- 


sidized loans to REA co6peratives, 
municipalities, public utility districts, 
and other public agencies in order to 
encourage them to get into the tele- 
phone business, where they have never 
been before. 

We who have seen the steady march 
of government ownership in the elec- 
tric power field in California, and 
elsewhere, know well enough where 
the policy makers of the present Fed- 
eral government have their eyes fixed. 
The very fact that the author of this 
bill, Representative Poage of Texas, 
refused a proposed amendment to bar 
the use of Federal funds to duplicate 
service, in areas where telephone com- 
panies are already on the job, is to my 
mind the dead “giveaway.” That one 
act let the cat out of the bag. Far from 
avoiding duplication of service, the 
people behind this bill want wasteful 
duplication of service. Why? Because 
they know that is the only way govern- 
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ment ownership can get a start in the 
telephone business. 


iy is true that many of our small 
companies need money. But I hope 
they will never be soft-headed enough, 
or need money so badly, that they 
would be in favor of having their own 
government finance their own competi- 
tion with their own taxes. 

No matter what any Congressman 
or group of Congressmen may say to 
the contrary, this bill, by its very terms, 
opens the door to public ownership in 
the telephone business. It is only a small 
beginning, The rural area now has 
service available, without construction 
charge to the subscriber, to 85 per cent 
of the occupied farms of the United 
States. Congress has already been ap- 
prised of that fact by a witness for 
the United States Independent Tele- 
phone Association. 

If this proposed competition were 
on anything like equal terms, or if there 
were anything fair about it, many of 
us would not be too concerned. The 
telephone industry has never run away 
from an honest fight for business. We 
have had plenty of fights of that kind. 

But the kind of competition that 
would spring from REA loans for ru- 
ral telephones is unfair in three differ- 
ent ways: First, it is unfair to the 
taxpayers because it would be financed 
by subsidized loans at subnormal in- 
terest rates. Second, it is unfair be- 
cause the public agencies would not be 
subject to the regulation of the public 
service commission. Third, it is unfair 
because these public agencies are not 
required, as our private companies are, 
to contribute to local, state, and Federal 
governments in the payment of taxes 
on their plants and on their earnings. 
JULY 21, 1949 
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it plain words the competition they 
would offer is not competition at 
all, except in an unfair and unjust 
sense. They would use the taxpayers’ 
money and the tax exemptions they 
enjoy in order to reduce their rates 
below the rates that would be required 
if they were placed on a parity 
with business-managed telephone com- 
panies. This is not free enterprise, it 
isn’t even regulated private enterprise. 
It is limited state Socialism. It is the 
same kind of thing which has made the 
power companies disappear from two 
states in the Union, and perhaps sev- 
eral more in the not too distant future. 

So I urge all true telephone men to 
join ranks against this entering wedge 
of public ownership. Let us not be 
fooled by any “booby trap” in the form 
of so-called cheap interest Federal loans 
which, as REA experience shows, 
mighty few private companies would 
ever obtain, The plain fact is that this 
dish is not being cooked for the private 
telephone companies, and the people 
who are cooking it in Washington well 
know it! There is no division of senti- 
ment within the independent telephone 
industry in California to my knowl- 
edge. I am confident that there will be 
none. We must fight this bill with 
everything we have, and I am sure that 
it can be beaten if we do. 

This sudden urge to put REA into 
the business of making loans for rural 
telephones simply means that REA is 
running out of work to keep it busy. 
Why, otherwise, is there so much ob- 
jection in administration circles to 
having the Reconstruction Finance 
Corporation rather than the REA make 
these rural telephone loans if Congress 
decides they are necessary? In another 
three years, the job of rural electrifica- 
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tion in the United States will be about 
finished. What is REA, which has 
been growing in size and appropriation 
for the past fifteen years, going to do 
then ? 

It’s perfectly clear to me what its 
friends hope it will do. It will start in 
on the telephone industry, if this bill 
passes, and get another ten or fifteen 
years’ lease of bureaucractic life. 


g be is another opportunity for the 
industry to demonstrate its basic 
solidarity, not only among independent 
companies but with the Bell system 
companies. One of the most gratifying 
developments I have witnessed, as a 
telephone man, has been the emergence 
of a new spirit of brotherhood, a new 
unity of effort, a new understanding 
between the Bell and independent tele- 
phone company people. We have had 
our differences in the past, and I per- 
sonally have had my share of them. 
But, in the face of so many common 
problems, which confront our industry 
as a whole, nothing pleases me more 
than to see the way Bell and independ- 
ent telephone men put their feet under 
the same table and talk things over. 

A final word about that subject we 
have heard much about recently—the 
present-day march towards state So- 
cialism. I approach this subject rather 
hesitantly because Socialism is a much 
abused — if not actually confused — 
topic. Yet, to all of us in the telephone 
business, it is an important matter. 
That is because the telephone industry 
—along with other public utilities— 
stands in the front ranks of private 
business enterprise which would be 
overrun if a trend towards state So- 
cialism in this country actually gets out 
of sensible control. 


The public utility business or its pro- 
totypes in bygone days have always 
been the first to go down under any 
rising tide of Socialism. This has hap- 
pened in Great Britain in recent months 
and in some other European countries 
and South American countries. To me, 
this form of Socialism is simply an 
attempt by certain groups, or segments, 
of the population, to use their mass vot- 
ing power as a free ticket to ride on the 
government gravy train at somebody 
else’s expense. And, yet, there has 
never been an instance in either ancient 
or modern history, including those of 
countries which have ended up on his- 
tory’s ash pile, where such a ride did 
not eventually end up the same way. 
The “welfare state” became the “fare- 
well state.” It starts out with the idea 
of the government working for every- 
body, and it ends up with everybody 
working for the government. 


M°= and more people try to get in 
on the benefits. Inevitably there 


comes a point at which there are too 
many people riding and not enough 
pushing. By pushing, I mean tax-pay- 
ing private business enterprise which 
must furnish the driving power in any 


government operation. When that 
point is reached, the whole government 
gravy train slows down, stops, and 
eventually collapses. And just about 
the time when the dissatisfied pas- 
sengers get out and start scratching 
their heads, and muttering something 
about that being “a heck of a way to 
run a railroad,” some smart boy in the 
crowd comes up with the same old 
answer—dictatorship. 

As the business world knows, when 
a corporate enterprise’s liabilities ex- 
ceed its assets, a receivership results. 
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Some strong group takes over the com- 
pany’s affairs, and tries to salvage 
enough out of the balance to get the 
company’s affairs once more into sol- 
vent operation. When a government 
goes broke, through an excess of its 
liabilities over its ability to pay, the re- 
sult is pretty much the same, except 


that we have a dictatorship, instead ot 
a receivership, 

When that happens, some strong 
group marches in, takes over, and puts 
an end to democracy. 

That is what Socialism eventually 
leads to. Our system of free enterprise 
needs no apologies. Let’s stick to it. 





Need for Action on Transit 


saad ie Yorkers who long for a first-class transit system 
are likely to be discouraged by the articles which THE 
Sun’s Paul Phelan devoted to current conditions on the mu- 
nicipal lines. These have made it clear that any great improve- 
ment is years away and that it will come then only if the 
citizenry, aroused by the present overcrowding and the ram- 
shackle condition of the cars into which they are packed, per- 
sistently demand action. Furthermore they show that the 
so-called 10-cent fare—actually, due to concessions of one sort 
or another, it is considerably short of that—was much too little 
and far too late. It has made possible a few of the improve- 
ments that could be classified under operating expenditures 
rather than capital improvements, but, as Mr. Phelan noted, it 
has not put passengers on any fast train to Utopia. 

“In the opinion of William Reid, chairman of the Board of 
Transportation, the answer is for the outraged transit patrons 
to demand bond issues, exempt from present legal limitations, 
to finance a new Second avenue line and make other projected 
improvements. But he admits that with two years required to 
obtain the necessary constitutional amendments and ten years 
of construction, it would be 1961 at least before a new line would 
be giving full relief. There are those who believe that at least 
two years could be shaved off the time required under Chairman 
Reid’s plans for Second avenue, and that work on other im- 
provements and extensions could be speeded by making his 
Board of Transportation into a transportation authority, em- 
powered to fix a self-supporting fare, freed of responsibility for 
old transit debts, and enabled to borrow on that basis. Chairman 
Reid fears that such a program would require impossibly high 
fares. Some of the citizens’ groups most versed in transit prob- 
lems do not agree with him. It should be possible for an im- 
partial group of experts to determine which has the better case. 
In any event, no controversy over these conflicting proposals 
should be allowed unduly to delay action.” 

—EDpITORIAL STATEMENT, 
The (New York) Sun. 
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Along the lighter side, there are many news items about things 

which happen in the course of a day's work in the public utility 

business which bring a laugh to those who hear about them, 

if not to those who experience them. The author has made an 
amusing collection of such items. 


By HAROLD HELFER* 


Telephone Topics 


TORY making the rounds: An 
angry housewife caused a phone 
lineman to be arrested and 

brought before a judge to answer a 
charge of public profanity. He ex- 
plained : 

“It was this way, judge. My partner 
was working above me on the pole, and 
I said, ‘See here, that hot lead doesn’t 
feel good dropping down my back. 
Please don’t drop any more.’ ” 


ek -« 


It has come to light that back in 
1934-1935 a bored switchboard watch- 
man used to tap in the phone lines to 
the White House and listen to presi- 
dential conversations, which caused 
the St. Louis Star-Times to observe: 

“This is frightening information. 
It is frightening, not just because of 
the ‘security angle,’ but because it may 
mean another book giving an intimate 
portrait of Franklin D. Roosevelt. If 


*Professional writer, Arlington, Virginia, 


it must come, we suggest its title: 
“Wireside Chats.’ ” 


* * * 


From The (Louisville) Courier- 
Journal: “Moscow hasn’t published a 
new phone book since 1939.” Never- 
theless, standing in Red Square and 
hollering, “Down with the Kremlin 
conspirators,” will get you a number. 


* * * 


If it isn’t one thing it’s another, 
and now British technicians are won- 
dering what to do about the Scottish 
Highlands stag. Telephone linesmen 
in the remote Highlands have reported 
many phone poles worn so thin through 
constant use by stags as scratching 
posts that they have had to be replaced. 
It has been suggested that posts be in- 
stalled for scratching purposes alone. 
The question: How to acquaint the 
stags with this fact? 

oe 

A Providence, Rhode Island, woman 

is under court order not to phone four 
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of her neighbors. They accused her of 
a 6-year stretch of “telephone torture.” 
The neighbors told the judge that the 
woman assailed them with “Bronx 
cheers” several times a day when they 
answered the phone. 


* * * 


— Dawn Ruth Altman, Greg- 
ory, Texas, girl, was stricken 
with rheumatic fever, her mother, 
chief operator of the phone exchange, 
installed a phone in the eighth-grade 
classroom so the girl might listen to 
lesson recitations while she recuperates. 


x* * * 


There will be no snow shoveling 
around Boston’s new phone building. 
Pipes buried in the concrete sidewalks 
on all sides of the block-square building 
will carry water hot enough to melt the 
snow as fast as it falls. 


* * * 


Bell Telephone Laboratories have 
come through with a better phone 
booth. The new one features a ceiling 
ventilator, concentrated lighting on the 
phone and writing shelf, and a tougher 
rubber floor. 


* * ** 


T. W. Erwin, of Memphis, is a guy 
who doesn’t want to know the right 
time. Because his number resembles 
that of a‘ time-telling service he got 
more than 500 calls in a 3-day period. 
The phone company is changing his 
number. 

_ 


A switchboard operator in a Union 
City, New Jersey, bank screamed and 
police seized Charles Harris, an ex- 
convict. He had entered the bank with 
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a chewing-gum tipped stick under his 
coat, and was trying to lift bills from 
a teller’s cage when Mrs. Elizabeth 
Haag espied him. 


* * * 


Whenever the phone rings at John 
A. Bailey’s home in Ashburn, Georgia, 
Mike the dog begins to bark. If no one 
answers the phone, Mike knocks the 
receiver off the hook. 


x* * * 


New York city alone has as many 
phones as all of either Latin America 
or Asia. 


* * * 


Community Services 


fe one more item to the growing 
list of inventions that Russians 
claim to have introduced to the world. 
This time it’s the oil well. Moscow 
radio declared that a Russian indus- 
trialist named Sidorov sank the first 
oil well in the world in 1855, four years 
before the first in America. “The 
Americans prefer not to recall this fact 
and try to claim for themselves the 
glory,” complained the announcement. 


* * * 


Two o’clock in the morning, and a 
sudden sharp report like a pistol shot 
rang out in a Memphis neighborhood. 
Mrs, Ada Morris told herself it was 
nothing. Then footfalls and hushed 
voices. She crept to the window. 
Shadowy forms were clustered around 
a powerpole on the street, She caught 
the word “. .. dead.” The figures 
melted away. 

Mrs. Morris grabbed a phone and 
called police. 

But the utilities truck got there al- 
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most as soon as the police did, and put 
anew fuse in the switch box. 


* * * 


Westinghouse Electric Corporation 
scientists literally lost their shirts to 
produce uranium for the atomic bomb 
project in 1942. It has been revealed 
the shirts were used to protect precious 
uranium chemicals from sudden show- 
ers when no other covering was avail- 
able immediately. 


* * * 


t ew Ventura, California, city wa- 
ter department thinks it finally 
has beaten the problem of “the sinking 
lot.” For forty years, a piece of land 
100 by 200 feet has been sinking and 
sliding. Authorities think maybe a deep 
quicksand pit is responsible for crack- 
ing water mains and sagging sidewalks 
and porches. Water crews, tired of re- 
placing broken mains, have installed 
flexible lines. 
e & 2 


Of America’s total utility energy 
from hydroelectric plants, 18 per cent 
is from government installations. 


* * * 


If plans of the Electrical and Allied 
Industries Research Association carry, 
Britain’s gales will be harnessed to 
generate electricity. On the gusty hill- 
tops of the Orkney islands, in the 
north, apparatus has been installed to 
measure wind velocities. The associa- 
tion hopes to generate electricity 
equivalent to the output of 3,000,000 
tons of coal a year. 


* * * 


Commonwealth Edison Company, 
Chicago, has figured that the purchase 
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of a television set increases a custom- 
er’s electricity bill $3.50 a year. 


* * * 


Mexico City, short of water for 
twenty years, soon will have a plenti- 
ful supply through a 9-mile tunnel, 
started from both ends simultaneously 
and recently joined in the middle. 


*x* * * 


y , pemerws stands first in the world 
production of electricity, making 
about 45 per cent of the total — it’s 
about six times that of Russia, which 
ranks second. 


* * * 


A faucet, a ditch, and a hastily 
thrown up dam have saved the U. S. 
government more than $40,000 at Co- 
lumbia, South Carolina. Columbia 
firemen raced out of the city to a burn- 
ing U. S. public health service ware- 
house. They were stumped at first by 
no visible water supply to fight the fire. 

A fireman spotted a trickle of water 
in a ditch and the crew began building 
a dam. By the time it was finished, 
enough water had collected to start 
pumping. The discharge of a near-by 
water faucet was diverted to the ditch 
and the water supply was enlarged 
enough to allow the fire to be ex- 
tinguished. Chief M, A. Marsh esti- 
mated the damage at several thousand 
dollars—the total loss would have been 
about $50,000, he said. 


* * * 


In Monroe, Oregon, residents left 
their faucets running to keep the pipes 
from freezing — and completely 
drained the reservoir. 


* * * 
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It is estimated that a block of 
uranium 235, weighing 45 tons and 
measuring 4 feet, 3 inches square, 
would be sufficient to supply all the elec- 
tric power now consumed in this coun- 
try for an entire year. 


* * * 


At long last, electric lights are com- 
ing to Lhasa, temporal capital of Tibet, 
where lives the Dalai Lama. A con- 
tract has been let for hydroelectric 
equipment for the city, nestled in the 
Himalayas, 12,000 feet above sea level. 
Biggest problem is getting machinery 
over the high passes. 


x* * * 


Didja know? It takes only a nickel’s 
worth of electricity to move a barrel 
of crude oil 1,400 miles through pipe- 
lines. 


Transit Problems 


M™ PHIS bus scene: After boarding 
the vehicle, with her young 

daughter, a woman paid only one fare 
and proceeded down the aisle. The bus 
operator shouted: “What about the 
child’s fare?” 

“How old does she have to be to pay 
a fare?” the woman asked. 

“Five,” replied the driver. 

“Well,” said the woman, “then she’s 
four.” 

Ss 


To the regret of youngsters and 
couples romantically inclined, the Chi- 
cago Motor Coach Company is replac- 
ing the double-decker busses as fast as 
possible. 


* * * 


In Denver, a bus operator stopped 
his vehicle on a busy viaduct, got out 
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and picked up a nickel that was lying 
in the street. He explained to the pas. 
sengers that he had seen the coin roll 
out through the open bus door on ay 
earlier trip and just had to pick it wp, 


*x* * * 


Leicester, England, withdrew 3. 
000,000 streetcar tickets when, by mis. 
take, a beer “ad” appeared on the back 
of tickets intended only for children’s 
fares. 

* * x 


Only woman train dispatcher work. 
ing on a major railroad in the U. S. is 
a 23-year-old blonde, Phyllis Vohland, 
of Indianapolis, Indiana. She enjoys 
handling the complex and difficult job 
of directing traffic on a big league rail- 
road like the New York Central. 


* * * 


ust as in New York, it now costs 
Moscow workers more money to 
get to and from work on the subway, 
trolley, and bus. But, according to 
fares quoted recently by returned 
travelers, while the increase amounts 
to less than 5 per cent of the average 
factory worker’s wage in Manhattan, 
it amounts to 10 per cent in Moscow. 
Subway fares used to cost Moscow 
workers 20 rubles a month, at the rate 
of 40 kopecks a ride, (Moscow work- 
ers are on a 6-day week. The average 
wage of factory workers in the Soviet 
Union is believed to be between 50 
and 600 rubles a month.) Under the 
increased rate, the subway fare is now 
50 kopecks a ride, which makes the 
monthly cost 25 rubles, a rise of 5 
rubles. The cost of using the tram or 
trolley car has risen from 10 rubles a 
month to 15. And the autobus pas- 
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senger has to pay 50 rubles monthly 
now, against 25 rubles formerly. 


* * * 


New trackless trolleys in Dorchester, 
Massachusetts, are so quiet in their 
operation that Councilman Robert J. 
Ramsey succeeded in having the city 
council pass an order for a little noise. 
His order requested the Metropolitan 
Transit Authority to install a monotone 
buzzer on each car to warn pedestrians 
while the vehicle is in motion. 


* * * 


The world’s first cog railway, begun 
in 1869, still operates to the 6,288-foot 
summit of Mt. Washington in New 
Hampshire. 


* * * 


Thomas Tilling, Ltd., the firm which 
started the first busses (horse-drawn) 
101 years ago, has sold out to the 
British Transport Commission for 
$99,200,000. 


* * * 


The Mt. Hood Railroad, which op- 
erated from Hood River, Oregon, to 
Parkdale, Oregon, was permitted by 
the state public utilities commission to 
abandon its passenger service after 
pleading its passenger revenue in 1945 
was $2.60; 1946, $2.35; 35 cents in 
1947 ; and 20 cents in 1948. 


* * * 


Passengers alighting at Lake Pres- 
ton, South Dakota, from a Northwest- 
ern train step from a coach into a coach. 
The old depot was destroyed by fire last 
summer. The best the railroad could 
do to replace it was to get an old coach, 
set it on the depot site, and partition it 
off into a ticket office and waiting room. 


*x* * * 


Gallant Parisians were incensed 
when a bus conductor allowed six pas- 
sengers to board his bus, then decided 
there was no room for the seventh, a 
pretty girl. He was called a brute. His 
ears were boxed. For good measure, 
the six passengers who got on also were 
beaten. 

ae 


For the third successive year, Alex- 
andria, Barcroft & Washington—op- 
erating between Virginia and the Dis- 
trict of Columbia — was awarded the 
highest safety honors in this country. 
It had only 4.7 passenger accidents per 
1,000,000 passengers carried and 4.01 
accidents per 100,000 miles operated. 
General Manager B. C. May credited 
drivers and maintenance men. 


* * * 


They still have faith in polls in Nel- 
son, British Columbia. Pollsters are 
asking the citizens whether they want 
trackless trolleys to replace the street- 
cars in use. They do. 





ce C" is | gpa true that Britain’s economic instability is sapping its 

will to survive. A planned economy which inevitably produces 
scarcity, austerity, uniformity, and regimentation is not calculated to 
stimulate a people to make a big effort for survival. 

“We are drinking the poison of Communism out of the cup of Social- 
ism. Our $40-a-week men work twelve weeks in the year for nothing. 
Our $40,000-a-year men are rewarded with $20 a week. All the rest ts 
confiscated by various forms of tax and supertax.” 
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Utilities 
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Transportation Reorganization 


r= dingdong battle over the 
presidential reorganization pro- 
posal, as recommended by the Hoover 
Commission, may materialize in the field 
of transportation regulation. It will be 
recalled that the Hoover Commission re- 
port recommended regrouping of vari- 
ous agencies which control the na- 
tion’s air, rail, highway, and water 
transportation. 

Basically the Hoover Commission sug- 
gested that the major transportation 
agencies be placed under the Department 
of Commerce. The task force even went 
so far as to suggest a new Department 
of Transportation with a Secretary hold- 
ing Cabinet rank. But the top-level com- 
mission did not go along with this. 

Transportation is of extreme impor- 
tance to the nation’s business and to its 
military security. The commission cites: 
227,000 miles of railways, handling 600 
billion ton miles of freight; 1,500,000 
miles of surfaced roads, for 40,000,000 
cars; air services, operating 7,000,000 
passenger miles yearly, etc. ; 27,000 miles 
of improved inland waterways; 5,000 
ocean-going ships; 142,000 miles of oil 
and gas pipelines. 

When the Department of Commerce 
was set up in 1903, the original idea was 
that it would promote industry, trans- 
portation, and commerce. In the ensuing 
years, the transportation functions have 
got scattered all over the place. 


= of the results of the scattering 
are listed as these: (1) Policies differ 
from one agency to another, (2) Budget- 
ing is made harder. (3) Research tends 
to deal with tiny segments of the main 
problem. (4) The amount of subsidies to 
mail carriers is not clear. (5) The sub- 
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sidized merchant marine business is di- 
rected by a board, whereas a single ex- 
ecutive would be better, (6) Planning of 
transportation for national defense is not 
centralized. 

The transportation services now under 
the Department of Commerce are these: 
the Civil Aeronautics Administration, the 
Coast and Geodetic Survey, the Weather 
Bureau, and the Inland Waterways 
Corporation. 

The Hoover Commission wanted to 
add these: (1) The Maritime Commis- 
sion, which is now independent. Some 
regulatory functions would remain inde- 
pendent. (2) The National Advisory 
Committee for Aeronautics, now inde- 
pendent. (3) The Civil Aeronautics 
Board, now independent. Only certain 
safety activities would be included, other 
functions remaining as now. (4) The In- 
terstate Commerce Commission, now in- 
dependent. This would include only rail- 
way and motor carrier safety and car 
service activities. Other functions would 
continue as before. (5) The Public 
Roads Administration, to be taken from 
the Federal Works Agency, (6) The 
Office of Defense Transportation, from 
the Executive Office of the President. 
(7) The Coast Guard, from the Treas- 
ury Department. (8) The Bureau of Cus- 
toms, from the Treasury Department. 
(This would include only certain activi- 
ties. A study is suggested to decide the 
details. ) 

The Hoover Commission recommends 
that after all these offices have been re- 
grouped the Secretary of Commerce shall 
be given the duty of making over-all route 
programs for air, land, and water trans- 
port. He would also begin actions before 
the various regulatory agencies whenever 
it seemed advisable. The Secretary, 
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working with the National Security Re- 
sources Board, would have plans ready 
for mobilizing the nation’s transport for 
war or another national emergency. 

The commission says a regulatory 
agency, working piecemeal and hearing 
one case at a time, is obviously unable to 
do the research and make the long-range 
plans for unified development of trans- 
portation routes. It also says air, land, 
and water transportation should be co- 
ordinated. 


¥ 
Gas Bills Move Ahead 


LTHOUGH government lawyers and 
lobbyists alike are still arguing 
over the extent to which the recent U. S. 
Supreme Court decision in the Panhandle 
Eastern Pipe Line Case restricts Fed- 
eral Power Commission authority over 
natural gas production, it seems to have 
given a shot in the arm to the pending 
bills in the House and Senate spelling out 
a prohibition against FPC control over 
independent producers. 

Shortly after the decision was handed 
down on June 20th, the Senate Interstate 
Commerce Committee, with four mem- 
bers absent, voted 6 to 3 in favor of a 
bill curbing FPC’s authority over the 
independent producers. A similar bill 
was favorably voted by a House sub- 
committee. 

These bills differ from the Kerr- 
Thomas Bill (S 1498) and continue, by 
law, present FPC policy with regard to 
independent producers and gatherers. 
They are designed to do nothing more 
than expressly exempt “arm’s-length” 
sales of natural gas by independent pro- 
ducers and gatherers to interstate gas 
utilities. Subcommittee Chairman John- 
son (Democrat, Texas) said his group 
avoided prescribing a rate-making for- 
mula for the commission, or limiting its 
investigatory and certificate powers. 

The court’s 5-to-3 decision handed 
down June 20th held that the FPC was 
without authority to prevent disposal of 
natural gas leases by a company which 
transported gas from Texas and Kansas 
to Michigan, 
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LONG the way, the decision also point- 

ed out that the FPC lacked juris- 

diction over any phase of production and 

gathering of natural gas, and that leas- 
ing was a part of production. 

For years the FPC and the natural gas 
industry have been squabbling about the 
meaning of production and gathering. In 
the most frequently cited gas case, Inter- 
state Natural Gas Co. v. Federal Power 
Commission (1947) 69 PUR NS 1, the 
court held that production which went 
directly into interstate pipelines was sub- 
ject to FPC control. 

Both the Senate and the House groups 
studied the Supreme Court decision care- 
fully before taking their action. Some of 
the Congressmen were of the opinion 
that the Supreme Court had gone even 
further than the proposed legislation in 
construing the Natural Gas Act so as to 
preclude FPC control over production 
and gathering. 

But FPC attorneys, off the record, 
were inclined to limit the application of 
the decision only to the disposal of leases. 
They observed that the court had not 
overruled its Interstate Natural Gas 
Company decision and that the commis- 
sion had not been stripped of virtually all 
control over the natural gas industry, ex- 
cept pipe-line operations. Industrial rep- 
resentatives were inclined to take a “wait- 
and-see” attitude. 


oe 
Pick-Sloan Plan Praised 


HE successor to Major General 
Lewis Pick, former head of the 
Army Engineers’ Missouri river division, 
who moved up to become head of the 
Corps, is following in his chief’s foot- 
steps. He is Brigadier General Samuel 
D. Sturgis, Jr., and he recently had some 
plain words of condemnation of “sinister 
influences” which are trying to scuttle the 
Pick-Sloan plan for Missouri valley de- 
velopment. General Sturgis was address- 
ing the diamond jubilee celebration of 
Creighton, Nebraska, 
He called for “unity” among basin 
residents to assure completion of the plan 
within the next decade. 
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Telephone Industry Problems 


To country’s number one problem 
today is Washington, D. C., F. S. 
Barnes of Rock Hill, South Carolina, 
president of the United States Independ- 
ent Telephone Association, said recent- 
ly. Speaking at a joint 2-day convention 
of the Washington and Oregon Independ- 
ent Telephone associations at Daven- 
port, Washington, Mr. Barnes referred 
to President Roosevelt’s remark in 1938 
that “our number one problem is the 
South.” 

“Our main problem today is not in the 
South—nor the North, East, or West,” 
he said. “It is in our nation’s capital.” 

Mr. Barnes said the two principal prob- 
lems facing the telephone industry are 
one of operation and one of proposed 
legislation of “a restrictive and socialistic 
nature.” He stated: 


Telephone service is classed and 
taxed as a luxury. There is an excise 
tax of 15 per cent on local calls and 25 
per cent on long-distance calls over 25 
cents. This tax was considered a war- 
time measure, but hostilities ceased in 
August, 1945, and the taxes are still in 
effect to help finance government 
spending. 


Mr. Barnes said this causes a lack of 
income and therefore slows down the ex- 
pansion of telephone service. It was this 
legislation that he termed “restrictive.” 
The proposed legislation he termed 
socialistic was the Poage rural telephone 
bill. This bill would provide loans at 2 
per cent for the purpose of financing, im- 
proving, and expanding construction 
and operation of telephone systems in 
rural areas. 

The Hoover Commission has reported 
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And Gossip 


that of Rural Electrification Administra- 
tion loans, only 21 went to private power 
companies and 1,013 went to public pow- 
er companies and codperatives, Mr, 
Barnes said. 

“Why should anyone expect a different 
treatment of private telephone com- 
panies ?” he asked. 


¥ 
Phone Operators V ote for CIO 


HE campaign of the Congress of In- 

dustrial Organizations to win 
recognition from the Bell system received 
major impetus last month when the re- 
gional office of the National Labor Rela- 
tions Board announced that New Jersey 
telephone operators had voted in favor of 
CIO representation by a margin of near- 
ly 5 to 1. 

Union leaders hailed the vote as a 
“repudiation” of efforts by Bell system 
affiliates to challenge the right of the 
Communications Workers of America to 
continue representing telephone workers 
because of its recent affiliation with the 
CIO. After the union abandoned its inde- 
pendent status, many Bell companies 
withdrew recognition from it and asked 
the NLRB to determine whether a ma- 
jority of Bell workers still wished to be 
represented by it. 

The New Jersey balloting, which was 
held last month, stemmed from a peti- 
tion filed by the New Jersey Bell Tele- 
phone Company. The company asked the 
NLRB to establish the continued right of 
Traffic Division 55 of the Communica- 
tions Workers of America to speak for 
the 13,172 Jersey phone operators. 

The Jersey vote represented the first 
big rank-and-file test of the popularity of 
the union’s decision to join the CIO. 
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Fifty Per Cent Phone Debt 
Ratio “Safe” 

r. LAURENCE S. KNAPPEN, state ex- 
D pert witness, contended recently 
that a debt ratio higher than 50 per cent 
of the total capital structure is “perfectly 
safe” for utilities like the New England 
Telephone & Telegraph Company. 

Under cross-examination before the 
Rhode Island Public Utility Review 
Board, Dr. Knappen would not concede 
that the telephone company needs to re- 
duce its bonded indebtedness at present. 
The company has appealed from original 
decisions by the public utility adminis- 
trator on its petitions for rate increases 
to telephone subscribers. 

The company wants to reorganize its 
capital structure, reducing its bonded in- 
debtedness below 50 per cent. The cost 
of such refinancing would be an im- 
portant factor in figuring the Rhode Is- 
land telephone rates. 

Dr. Knappen said that as the result of 
a study of midwestern utility companies, 
it is his opinion that the heavy debt ratio 
is not at the bottom of their difficulties 
but that policies of management are. 


5 


Work Program Halted 


LD precy of the Illinois Bell Tele- 
phone Company recently ordered 
halted or deferred almost half the con- 
struction in progress or scheduled under 
its current $100,000,000 program of im- 
provements and expansions. 

The action resulted, the directors an- 
nounced, from a decision on June 22nd 
in which Judge Frank M. Padden of the 
superior court denied the company’s 
petition for a temporary injunction which 
would have permitted Illinois Bell to col- 
lect an additional $26,500,000 annually 
from its customers through higher 
charges. 

The directors ordered work halted im- 
mediately on $12,000,000 of improve- 
ment and expansion projects already 
under construction. They also ordered 
that no commitments be made on con- 
templated construction to cost $34,000,- 
000 more. The delay, according to the 
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announcement, is “for a month up to an 
indefinite period.” Circumstances which 
forced these decisions, the directors said, 
also will affect employment. 

On May 12th the Illinois Commerce 
Commission granted the company 
temporary rate increases to produce $7,- 
600,000 a year, or less than a fourth of 
the $34,100,000 the company had asked. 
The company then petitioned unsuccess- 
fully for the temporary court injunction 
that would have restrained the state com- 
mission from interfering with the com- 
pany in putting into effect charges that 
would have produced the full amount. 
The commission expects to rule by Octo- 
ber 10th on the company’s petition for 
permanent increases to produce the $34,- 
100,000. 

¥ 


Committee V otes Excise Tax Cuts 


HE Senate Finance Committee on 

June 30th voted 7 to 6 in favor of 
cutting Federal excise taxes back to 1942 
levels generally. The vote stuck a tax- 
cutting amendment on to a House-passed 
bill concerned with industrial alcohol 
permits. Senator Johnson (Democrat, 
Colorado) proposed it. 

The Johnson rider, approved by the 
Senate committee, would make these cuts 
among others: long-distance telephone 
calls from 25 to 20 per cent; local tele- 
phone bills from 15 to 10 per cent; tele- 
grams and leased wires from 25 to 15 
per cent, 

¥ 


Rate Increase Granted 


i Be Nebraska State Railway Com- 
mission on June 28th poemer f North- 
western Bell Telephone Company per- 
mission to increase long-distance toll 
rates an average of about 9 per cent, but 
ordered the company to “scale down” re- 
quested increases in exchange rates. 

The company had asked for increases 
in exchange rates which would provide 
an increase in net earnings of $605,326. 
The commission directed it to scale down 
its increases to trim that figure by 
$151,265. 


JULY 21, 1949 





~*~ 


“ - 
oe -; 


Supreme Court in Engineers Case 
Sustains SEC “Investment 
Value” Theory 


HORTLY before recessing for the sum- 

mer the Supreme Court handed down 
its 58-page decision in the Engineers 
Public Service Case, written by Mr. 
Justice Rutledge. A 5-page appendix also 
discussed the “Securities and Exchange 
Commission’s Development and Applica- 
tion of Investment Value Theory.” The 
commission’s first application of the in- 
vestment value standard was found in the 
Otis Case (United Light & Power pre- 
ferred) in which the Supreme Court up- 
held the commission’s view. Other cases 
where the commission permitted the com- 
mon stock to participate with the pre- 
ferred in obtaining new securities to 
satisfy claims (though the preferred 
claim was not fully provided for) in- 
cluded cases involving Community Power 
& Light, Federal Water Service, Puget 
Sound Power & Light, Southern Colo- 
rado Power, Virginia Public Service, and 
New England Power. With the exception 
of the first case, Commissioner Healy 
(who died in November, 1946) dissented, 
contending for full contract rights for 
preferred stocks in opposition to the in- 
vestment value theory. 

In the Cities Service and the Georgia 
Power & Light cases, the commission 
permitted cash payment at the involun- 
tary liquidation price, rather than the call 
or voluntary liquidation price ; also in the 
cases of United Light & Power, North 
American Light & Power, North Con- 
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tinent Utilities, and Consolidated Elec- 
tric & Gas, bonds were retired at face 
value. 


N the American Power & Light Case 

the commission applied the investment 
value theory to allow payment of the call 
premiums on bonds retired under com- 
pulsion of the Holding Company Act. 
Also in the Engineers Public Service 
Case decided December 5, 1946, the com- 
mission again applied the investment 
value theory, holding that it warranted 
payment of the call premium. Premiums 
were also allowed in other cases, such as 
Pennsylvania Edison, Minnesota Power 
& Light, Mississippi River Power, and 
North American Company. But these lat- 
ter cases have not been regarded as prece- 
dents for requiring the premium pay- 
ment, in cases where this has been op- 
posed by the company. 

The decision in the Engineers Case by 
the Supreme Court has been awaited both 
by the SEC and (it is reported) by cir- 
cuit court judges, as a guide toward fu- 
ture application of the investment value 
theory. For example, the SEC has de- 
ferred its ruling on the question of 
premiums for holders of the preferred 
stocks of Electric Bond and Share, New 
England Public Service, and American 
Water Works & Electric, having required 
these companies to set up escrow funds 
pending final decisions. The Engineers 
decision will undoubtedly stimulate final 
disposal of these pending cases, based on 
SEC ideas as to the individual “invest- 
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ment values” of each issue. It is surmised 
in the Street, for example, that Electric 
Bond and Share $3.50 preferred will not 
receive as favorable treatment as the 
$4.20 preferred, because of the former’s 
less favorable price record. It also has 
been conjectured that the long-awaited 
decision by the Federal court at Wilming- 
ton in the Commonwealth & Southern 
Case may have been delayed because 
Judge Leahy wished to learn the present 
attitude of the Supreme Court toward in- 
vestment values. 

In the Engineers Case the SEC con- 
sidered that investment values equaled 
or exceeded the call (or voluntary liqui- 
dation and redemption) prices, although 
these prices set a ceiling in each case. 
Common stockholders had insisted that 
the involuntary liquidation preference of 
$100 should apply, and the company had 
originally proposed payment only at par. 
The district court, and generally speak- 
ing the court of appeals, sustained the 
viewpoint of the common stockholders. 


- the Engineers Case the SEC con- 


sidered the issue prices, dividend his- 
tory, market history, and assets and earn- 
ings coverage of the three preferred 
stocks. Dr. Ralph E. Badger, an expert 
for certain preferred stockholders, made 
similar studies and worked out certain 
investment value figures which were in 
excess of the call prices—which conclu- 
sion was not seriously challenged. Donald 
C. Barnes, president of Engineers, agreed 
to the Badger conclusions though he 
mentioned general factors which might 
affect future values adversely. The com- 
mission held that while the Holding Com- 
pany Act required the company’s dissolu- 
tion, this did not bring into operation the 
so-called involuntary liquidation provi- 
sion, the Otis Case having established 
a precedent in this respect, In other 
words, dissolution could not be con- 
sidered either voluntary action by the 
stockholders, or involuntary through the 
action of creditors. The SEC thus ap- 
proved payment of the call premiums, 
but in view of the fact that common 
stockholders might continue to litigate 
the plan, it permitted payment of par and 
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accrued dividends and set up an escrow 
fund to cover the call premiums, 

When the case went to the district 
court, the latter held that the commission 
had not given due weight to all the factors 
involved, particularly the issue price and 
market history. The court held that these 
factors might more than offset the factor 
of investment value, even though the 
testimony regarding the latter was ac- 
cepted. 

The court held that the Holding 
Company Act had effected hardships for 
all security holders and that earnings re- 
tained in the business at a sacrifice by the 
common stock had contributed to enhanc- 
ing the value of the preferred. It con- 
sidered that these standards of “colloquial 
equity” had been controlling in the Otis 
decision by the Supreme Court. 

The court of appeals, when it received 
the case, criticized the commission for 
considering the investment value of the 
preferred “as if there were no Holding 
Company Act,” while it did not evaluate 
the common stock by the same standard. 
It felt that the commission had been 
negligent in not projecting future earn- 
ing power of the company and appor- 
tioning those earnings between preferred 
and common stockholders. It also felt 
that the commission should have con- 
sidered the substantial losses resulting 
from divestitures under the act. Thus the 
two lower courts were in substantial 
agreement, although they differed some- 
what in the line of reasoning employed, 
as well as in their views of the scope of 
judicial review. 


“to Supreme Court considered the 
view of the commission regarding 
the functions of the district court, the 
scope of review which Congress intended 
the court to exercise, etc, So far as § 11 
(e) proceedings are concerned, the two 
lower courts felt that they possessed 
broad powers of review, though the 
court of appeals took a somewhat nar- 
rower view of these powers, Justice Rut- 
ledge concluded that “the variant views 
held respectively by the commission, the 
district court, the court of appeals, and 
the parties to the proceeding demon- 
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strate the complexity of the problem. 
Each view has a rational basis of support, 
but none is without its difficulties, either 
in statutory terms, history and intent, or 
in practical consequences, The legisla- 
tive history of 11 (e) throws little light 
on the problem.” Moreover, the division 
of functions between the ICC and the 
Federal courts in railroad reorganization 
cases did not establish definite precedents 
for the handling of 11 (e) cases. The 
history of the law of reorganization in 
general was also considered inapplicable 
by Justice Rutledge. After lengthy 
analysis, however, he concluded that “the 
commission’s findings as to valuation, 
which are based upon judgment and pre- 
diction, as well as upon ‘facts’... are not 
subject to re-examination by the court 
unless they are not supported by sub- 
stantial evidence or were not arrived at 
‘in accordance with legal standards.’ ” 
Despite this conclusion, Justice Rut- 
ledge remained a little dubious whether 
in this case the commission had com- 
plied with the statutory standards. It had 
apparently weakened the case for its own 
powers by unduly concentrating on legal 
issues, rather than on the results of its 
own fact-finding and exercise of judg- 
ment ; it had, in other words, deliberately 
laid itself open to judicial review of its 
findings in this case. The Supreme Court 
reviewed the various issues as follows: 
In the Otis Case the Supreme Court 
held that bankruptcy rules should not pre- 
vail, and hence involuntary charter liqui- 
dation preference did not apply. But allo- 
cations should be based on investment 
values on a going-concern basis. The 
SEC already had projected the company’s 
earnings fifteen years into the future, by 
which time preferred arrears could be 
paid and the common would then be in 
a position to receive dividends, On this 
basis assets were divided approximately 
on a 95-5 formula. The court upheld this 
method, under which charter rights 
would be projected into the future for 
determination, instead of being “ma- 
tured” at the instant of liquidation or re- 
organization. The SEC has (following 
some early decisions, as discussed in the 
appendix) consistently developed the in- 
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vestment value rule approved in the Otis 
Case. 


HE Justice next considered the com- 

mission’s application of the theory 
in the Engineers Case—whether it had 
really failed to take into account prior 
divestment losses, whether it had applied 
different methods of valuation to the pre- 
ferred and common ; and also the question 
of “colloquial equities.” The SEC doc- 
trine of allowing equitable equivalents of 
present going-concern value to replace 
stated charter liquidation value was not 
intended to destroy contract rights or 
priorities. However, in determining in- 
vestment value it would be adminstra- 
tively impossible to re-evaluate every 
transaction in the gradual program of 
simplifying the systems, On the basis of 
the Otis rule itself, the commission’s de- 
terminations upon which the various 
divestiture orders were based could not 
be collaterally attached in the present 
case. 

Moreover, under Supreme Court de- 
cisions the commission has the liberty to 
retire securities either in cash or securi- 
ties, without the necessity of placing a 
dollar valuation upon either the rights 
surrendered or the securities given in 
compensation. In the Otis Case, for ex- 
ample, the commission apportioned on 
the basis of earning power rather than on 
assumed values for the old and new se- 
curities. Nevertheless, in appraising the 
claims of senior security holders where 
payment in cash is contemplated, the c»m- 
mission may vary its approach and try 
to estimate the actual market value of a 
similar security on a going-concern basis. 

The common stockholders criticized 
the Badger testimony and statistical yard- 
sticks (accepted by the commission), be- 
cause these were based on merely tempo- 
rary conditions rather than the long-term 
range of market conditions. But Badger’s 
testimony, according to the Justice, was 
thoroughly worked out and his values 
were not “of a temporary or speculative 
nature.” The SEC had upheld Badger’s 
conclusions based on its own independent 
study. 

The Supreme Court also brushed aside 


110 





FINANCIAL NEWS AND COMMENT 


arguments advanced by the common 
stockholders regarding differences be- 
tween the charter provisions in the Otis 
and Engineers cases; it held that there 
was no significant difference. Another 
contention, that Engineers represented a 
“genuine liquidation” as compared with 
a mere system simplification in the Otis 
Case (through the elimination of the top 
holding company only) was considered 
invalid, Payment in cash or through a 
package of subsidiary stocks also did not 
constitute any real distinction—to force 
such a distinction would obviously ham- 
per the SEC in its enforcement of the 
act. 


T= commission is not required to 
apply the “doctrine of frustration” 
(under which one group of security 
holders cannot be compelled to pay for 
the other’s disappointed expectations). 
While that doctrine might excuse the cor- 
poration from performing its contract 
(with respect to charter provisions), it 
does not provide any positive way of 
measuring security holders’ claims. 

The common stockholders contended 
that a lowering of support levels for 
government bonds should be taken into 
consideration by the court in appraising 
the commission’s determination, but Jus- 
tice Rutledge held that any changes which 
had occurred since the date of consum- 
mation would be irrelevant ; and, in any 
case, the common stockholders failed to 
show that the investment values of the 
preferreds had fallen below the call prices 
even after that date. Regarding the argu- 
ment used by the district court and the 
court of appeals that the common stock 
is entitled to a separate valuation, rather 
than merely getting what is left over: 
This assumes that the impact of § 11 had 
caused losses to Engineers, But since it 
already has been assumed that loss of in- 
vestment value cannot be claimed to have 
resulted from previous divestments, it 
follows that giving preferred stock- 
holders the investment value of their 
shares would not deprive the common 
stock of any part of its investment value. 

Moreover, the argument that common 
stockholders were deprived in final liqui- 


ill 


dation of the so-called advantages of 
leverage, diversity of investment, and 
centralized management is an argument 
that was largely rejected by Congress 
when it passed the act; there would be 
no point to continuing Engineers as a 
holding company for Virginia Electric & 
Power only; and any tax saving would 
be insufficient to offset the expense of 
preserving the holding company. 

Regarding the arguments sustained by 
the two lower courts that original holders 
of the preferred stocks paid no more than 
$100 per share and that the market his- 
tory and other factors furnished “col- 
loquial equities” which would not justify 
a premium payment, Justice Rutledge 
held that the district court had erred in 
holding that the Otis Case set up a stand- 
ard of “colloquial equity,” in so far as 
such equity departed from the considera- 
tion of going-concern value which the 
preferred would have “absent the liquida- 
tion compelled by the act.” In other 
words, he considered the two ideas of 
“colloquial equity” and investment value 
as opposed and that Congress had di- 
rected the use of the latter. 


| genes 9 various technical arguments 
raised by preferred stockholders 
over the escrow fund, the Supreme Court 
held that the arrangement set up by the 
SEC was perfectly fair. This provided 
that, based on the $5 or $10 per share 
held in escrow which the preferred stock- 
holders will receive, interest should be 
allowed for the period between the date 
of consummation of the plan and the date 
of payment at a rate approximating the 
old dividend rates. Thus, the stockhold- 
ers’ position would remain substantially 
unchanged to the date of final payment. 


* 


Consolidated Edison Gains a 
Round in Its Rate Litigation 


ARLY this year Consolidated Edison 
was ordered by the public service 
commission, then headed by Milo R. 
Maltbie, to reduce its electric rates (with 
some exceptions) by 10 per cent, Had it 
not been for a partially offsetting increase 
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in gas rates, the result might have been 
such a sharp decrease in earnings as to 
endanger the present $1.60 dividend rate. 
After the electric rates had gone into 
effect, a stay was granted by the appellate 
division of the supreme court of New 
York, but this was quickly overruled by 
the court of appeals, the latter court hold- 
ing the so-called temporary rate law to 
be applicable. The case was then returned 
to the appellate division for argument on 
the basic issue, which involved the au- 
thority of the state commission to adjust 
the company’s balance sheet and income 
account in accord with Mr. Maltbie’s 
theories of depreciation (using the re- 
sulting figures to gauge the rate of return 
on the rate base). 

The appellate division recently ren- 
dered a decision favorable to the com- 
pany, but the commission has taken an 
appeal to the court of appeals. It held that 
the commission had no right to reduce 
the electric rate base by $95,000,000, or 
nearly 15 per cent. The law provides that 
temporary rates should provide a return 
of at least 5 per cent, and after various 
adjustments by Maltbie the return would 
have approximated 5.5 per cent. But the 
change in the rate base had the same 
effect as though the rate of return had 
been reduced to 4.6 per cent. As the 
court held that the commission was re- 
quired to use the book values of the 
company as shown in its quarterly re- 
ports to the commission, the temporary 
rates thus became “illegal and void.” 


Oc the commission acts under 
powers delegated by the legislature, 
the court proceeded to interpret the mean- 
ing of paragraph 114, the Public Service 
Law, which deals with temporary rates. 
The court pointed out that the opening 
sentence of the act showed that it was in- 
tended to avoid delay in rate proceedings. 
(The commission had taken nearly three 
years to investigate electric rates before 
issuing its order.) The law provides tnat 
the utility company should keep its ac- 
counts in such a manner that they show 
original cost of the physical property, 
and the reserves accumulated for the re- 
tirement or replacement thereof. Thus the 
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court felt that the legislature, in naming 
the 5 per cent minimum return, intended 
this for the protection of the utility and 
meant that the rate base should be de- 
termined by valuation in the regular 
course of business, “and in accordance 
with the business judgment and account. 
ing practice adopted by the management.” 
It is true that where the utility had failed 
to follow prescribed accounting practices 
and the reports to the commission did not 
show original plant cost and accrued de- 
preciation, the commission could estimate 
either of these factors not shown, but this 
was not the case in the present instance. 
The commission appeared to contend that 
the statute means “adequate” deprecia- 
tion, and that if it is inadequate the com- 
mission can resort to an estimate, But 
neither the language of the statute nor its 
purpose (dealing only with temporary 
rates) bears this out, according to the 
court. 

The question as to the determination 
of the proper amount chargeable for de- 
preciation is one of the most troublesome 
problems in the field of accounting, and 
more than half-a-dozen recognized meth- 
ods are in use. The commission might 
conceivably resort to any one of these 
methods, thus producing a variety of re- 
sults with respect to rate of return. This 
would mean a grant of arbitrary power 
to determine the temporary rate of re- 
turn, which the legislature did not con- 
template. It is not the function of the 
commission or the courts to decide the 
basis for fixing of temporary rates, but 
of the legislature alone. 


i court did not feel that the “re- 
coupment” provision of the law af- 
forded the company very ample protec- 
tion against temporary rates which might 
be illegally fixed. This provision is de- 
signed to protect the utility from the 
imposition of inadequate temporary rates, 
but it does not thereby give the commis- 
sion a free hand to ignore the limitations 
of the statute—any more than restoration 
of stolen property legalizes the larceny by 
which it was taken. 

The court held that the commission also 
erred in reducing the depreciation accrual 
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for the twelve months ended September 
30th by $2,279,000 (about 10 per cent). 
This change also had the effect of increas- 
ing the rate of return, based on the new 
rates fixed by the commission, 

One of the five Justices dissented, 
holding that the legislature did not mean 
the word “show” in the phrase “show the 
original cost less accrued depreciation” 
to be meant literally, He thought that rhis 
would bind the commission to accept any 
figures reported by the companies to the 
commission, and that the legislature had 
no such intent. The question as to 
whether the accrued depreciation is ade- 
quate is a question of fact, and within 
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the powers of the commission to de- 
termine, he held, and the court therefore 
had no power to review‘the matter. 
Chairman Tapscott of Consolidated 
Edison remarked after the decision that 
“The way is still open to the commission 
to set just and reasonable permanent 
rates” (our italics). Possibly the com- 
pany feels that the best way out of the 
present confusion is for the commission 
to determine a fair rate of return for 
permanent rates as soon as possible (in- 
stead of taking advantage of the low rate 
mentioned in the temporary rate law) 
and to use the results of its 3-year in- 
vestigation for a final rate determination. 


DIVIDEND-PAYING ELECTRIC UTILITY STOCKS 


6/28/49 Indicated 
Dividend A wey 


Price 
About Rate 


$2.80 


Revenues $50,000,000 or over 
Boston Edison 

Cincinnati G. & E. ........ 
Cleveland Elec. Illum. 
Commonwealth Edison .... 
Consol. Edison of N. Y. ... 
Consol. Gas of Balt, ....... 
Consumers Power 

Detroit Edison 

Duke Power 

Northern States Power .... 
Pacific G. & E 

Penn Power & Light 
Philadelphia Elec. ........ 
Pub. Ser. E. & G, 

So. Calif. Edison 

Virginia Elec. Power 
Wisconsin Elec. Power ... 
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Connecticut L. & P. 
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Houston L. & P. ..6..sscee 
Illinois Power 

Louisville G. & E. 

New Orleans Pub, Ser. .... 
New York State E. & G. .. 
Northern Ind. P. 

Ohio Edison 

Ohio Public Ser. .......... 
Potomac Elec. Power 
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Share Earnings———— Price 
Cur. Prev. % In- Earn. 
te Period Period crease Ratio 


$2.75 
2.78 
2.34 
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6/ge/es ingiosted Share Earnings—— _ Price 


ividend Appros. Cur. 
tes Rate tea A 


(Continued) Period Period 


Revenues $10-$25,000,000 
Atlantic City Elec. ........ 17 $1.20 7.0% $1.50my $1.37 
Birmingham Elec. 0 = 1.2la .93 
Central Ariz. L. & P. ..... 70 124my .76 
Central Hudson G. & E. ... 60m 
Central Ill. E. & G. ....... 
Central Maine Power 
Columbus & S. Ohio E. ... 
Connecticut Power 
Daetsass B. B ba. cccsvessc 
Florida Power Corp. ...... 
Gulf States Util. .......... 
Hartford Elec. Light 

Idaho Power 

Indianapolis P. & L. ...... 
Interstate Power 

SOU Se oct sescccegs 
Kansas Gas & Elec, ....... 
Kansas Power & Light .... 
Kentucky Utilities 
Minnesota P, & L. 
Mountain States Power ... 
Oklahoma G. & E. 
Portland Gen. Elec. 

Public Ser. of N. H. ...... 
San Diego G. & E. ........ 
Scranton Elec. 

South Carolina E. & G. ... 
Southwestern Pub. Ser. ... 
Tampa Electric 

| ye 
Utah Power & Light 
Western ‘Mass. 
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Revenues $5-$10,000,000 


California Elec. Pr. 

Calif. Oregon Power 
Central Vermont P.S. .... 
Community Pub, Ser. ..... 
El] Paso Electric 

Empire Dist. Elec. 

Gulf Public Service 

Iowa Southern Util. 
Lawrence G. 

Lynn G. & E. 

Madison Gas & Elec. ...... 
Michigan Gas & Elec. .... 
Missouri Utilities 
Northwestern P. S. ....... 
Otter Tail Power 

Penn Water & Power 
Public Ser. of New Mco. . 
Rockland L, & P. .......+- 
Sioux City G. & E 

Southern Ind. G. & E. 

Tide Water Power 
Western Lt. & Tel. ........ 21 


%o “ vom 7s 
34 
3.32 
2.77 
2.17 


fA 


eI ee 
os 


en — i On TN) 
— — as 
2900010 B ONSAAN =F ENNN ONIN NO 


TS) 
OP DO Dn NOR nO WH HON OWONH Ww 


COCO OCONOOCOCOCOCOOCOCOCOOMNONOOnN 
SSSSSSSESSRSSSSSRISRSB 
SO 90 NIN DD 1190 G0 90 90 NID NI NININI OD NI90 N90 
CADDO NIWNTO SOW WOOD WON Uwa 


N 


9.3 
JULY 21, 1949 


z 





PUBLIC UTILITIES FORTNIGHTLY 





% of Rev, 
: 6/28/49 Indicated Share Earnings————— Price Avail. 
(Continued) Price Dividend Approx. Cur. Prev. %In- Earn. for Com. 
About Rate teld Period Period crease Ratio Stock 
Revenues under $5,000,000 


Arizona Edison 14 
Arkansas Missouri P. ..... 11 
Bangor Hydro Elec. ..... 23 
Beverly G. & E 31 
Black Hills P. & L. ...... 15 
CRs, SWCHES WEIL occcescs 28 
Central Louisiana E. ...... 27 
Central Ohio L. & P. ..... 
Citizens Utilities 

Colorado Central P........ 
Concord Electric 

i |?) eee 

East Coast Electric 

Fall River Elec. Lt. ...... 
Fitchburg G. & E. ........ 
Frontier Power 

PORWR TRING. 5 ccccccccce 

Lake Superior Dis. P. ..... 
Lowell Elec. Lt, 

Maine Public Service 

Michigan Public Ser. ..... 
Missouri Edison 

Missouri Public Ser. ...... 
Newport Elec. ........... 
Sierra Pac. Power 

Southern Colorado Pr. .... 
Southwestern Elec. Ser. ... 
Tucson Gas, E.L. & P. .... 


$1.94d $1.17 667% 
1.77d 1.78 — 
2.99d 2.82 
2.10d 2.19 
1.86a 
3.73my 
3.44m 
3.00m 
1.81m 
3.23m 
2.17d 
1.25d 
1.61m 
3.55d 
2.68d 

84d 
1.10d 
1.51m 
2.36d 
1.67my 
1.97m 
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1.36my 
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Averages 
Averages, five groups ... 


Canadian Companies} 

C Brazilian Trac. L. & P..... 
C Gatineau Power 

C Quebec Power 

C Shawinigan Power 

C Winnipeg Electric 


Integrated Holding Companies 
American Gas & Elec. .... 
Central & South West .... 
Middle South Util. ........ 
New England E. System .. 
New England G. & E. .... 
West Penn Elec. .......... 


SheEL 


Averages 


Other Electric Holding Companies 
S General Pub. Util. ........ ; . $2.12m $1.86 
S North American ' . 2.15m _ 
C Philadelphia Co. F . 97m 90 
S United Gas Imp. ......... . . 140m 1.87 D25 
O West Penn Power ‘ ’ 2.52m 2.23 13 

B—Boston Exchange. C—Curb Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. E—Estimated. WD—When delivered, +While these stocks are 
listed on the Curb, Canadian prices are used. a—April, ag—August. d—December, {—February. 
j—January, m—March. my—May. 
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Views Expressed at EEI Convention 


ARLY last month, the Edison Electric 
Institute, research organization of 
the electric utilities, held its seventeenth 
annual convention at Atlantic City, New 
Jersey. Prominent utility executives and 
other distinguished guests from various 
fields analyzed the present industry 
trends and problems in great detail. The 
picture they presented, when considered 
as a mosaic, was on the whole an inspir- 
ing and encouraging view of the future. 
However, the path ahead, they warned, 
was not without its obstacles and pitfalls. 
The gathering of 3,000 persons was pre- 
sented with one of the most optimistic 
forecasts for the industry. The general 
spirit was one of buoyancy and enthu- 
siasm. The addresses were obviously 
well thought through and contained many 
fine statements. Elmer L. Lindseth, 
president of Cleveland Electric Illumi- 
nating Company, was elected president of 
the EEI for the coming year.* 

Walker L. Cisler, executive vice presi- 
dent of Detroit Edison Company, select- 
ed the topic “Wartime and Postwar 
Achievements of the Electric Utility In- 
dustry” as the subject matter of his ad- 
dress before the convention assemblage. 
He cited in detail the admirable wartime 
and postwar record and accomplishments 
of the electric utilities—a facet of indus- 
try history which, many speakers ad- 
mitted, had been underemphasized and 
was unknown, unfortunately, to the gen- 
eral public, 

After speaking of the achievements of 
the recent past, Cisler turned to the pres- 
ent situation. He referred to a power sur- 
vey recently completed by the Edison 
Electric Institute, and commented as fol- 
lows: 


_*Retiring President Acker’s address was re- 
viewed in the July 7th issue of the ForTNIGHT- 
LY on page 46. 
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... It is, I believe, the most complete 
and up-to-date factual picture of the 
present and expected load, capability, 
new construction, and heavy electric 
power equipment manufacturing situa- 
tions throughout the country. It cov- 
ers practically the entire electric pow- 
er industry, and should be considered 
with confidence and respect. This sur- 
vey has been put together by people 
who are extremely close to the various 
situations and who have an extensive 
background of prewar, war, and post- 
war experience. 


H’ then proceeded to interpret the 
practical meaning of the statistics 
collated, and particularly pointed out the 
features which provide a basis for op- 
timism. He declared: 


The margins for reserves for the 
country as a whole demonstrate con- 
clusively that the industry has passed 
the point where loads were growing 
faster than new generating equipment 
could be manufactured, installed, and 
put into operation. The low point of 
5.6 per cent in reserves was reached in 
1948. It will be substantially increased 
to 9.7 per cent in 1949, 12.3 per cent in 
1950, and 15.9 per cent in 1951 ; which 
is certainly a safe margin for both 
peacetime and national defense re- 
quirements. It should be pointed out 
that the improved reserve margins re- 
flect in part the lower trend in load 
growth, which present conditions indi- 
cate, as well as a speeding up of con- 
struction schedules. This means that 
safe margins will exist at least a year 
earlier than might have resulted other- 
wise, .. . The expansion program of 
the industry has had to accomplish two 
purposes from a capability standpoint : 
(1) to meet increased loads, and (2) 
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to reéstablish normal and safe reserves. 
Consequently, it would be unwise to 
slacken the speed of generating plant 
additions except where particular 
situations are such as to cause an eco- 
nomic waste in pushing construction 
ahead at an accelerated pace. . 

I believe the country can confidently 
expect that electric pdwer loads will in 
general be adequately met in 1949, 
1950, and 1951. There may be local 
situations where restrictions in use 
may be necessary. But on the whole, 
there will be no power shortage as the 
greater reserve margins clearly indi- 
cate, 


Cisler turned then to the manu factur- 
ing situation as it pertains to the ship- 
ment and scheduled production of heavy 
generating equipment. This too, he 
stated, provides “a most encouraging pic- 
ture and clearly demonstrates the capacity 
of our manufacturers to produce at tre- 
mendous rates.” 

On future expansion and develop- 
ments, Cisler made the following state- 
ment : 


As to the future beyond 1951, it is 
expected that substantial load growth 
will continue and extensive capacity 
additions will be required. The in- 
creases will be dependent upon many 
factors, the most important of which 
will be the level of our national 
economy. The outlook, based upon 
past and predicted conditions, remains 
bright and the industry will go forward 
guided by sound judgment and a full 
realization of its responsibilities. 


ISLER emphasized the need of main- 
taining an “economic and codrdi- 
nated balance” from the operating view- 
point between steam and hydro generat- 
ing capacities in order to assure economic 
and adequate power supply in the face of 
scanty rainfall. He noted that in instances 
where brown-out restrictions have been 
imposed, it is commonly over areas where 
hydro capacity predominates. This, he 
says, is the experience of the United 
States and of foreign countries. He set 
forth his credo as follows: 
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. I believe firmly in the develop- 
ment of water-power resources to the 
extent that they are economically sound 
and bear their proper share of the costs 
involved. Flood control, irrigation, and 
navigation are influencing factors in 
deciding the justification of a project. 
These must be carefully examined so 
as to avoid possible wasteful expendi- 
ture of economic resources which 
could otherwise be put to a better use 
and, thus, improve the economy of the 
country. In every case, there should 
bea clear and full understanding of the 
facts involved so that the public may 
be properly enlightened. Only by so 
doing can there be a constructive ap- 
proach to the problem of the Federal 
government’s expansion in the electric 
power field. There is an urgent need 
for the determination of an electric 
power policy on the part of our Fed- 
eral government. In certain areas, the 
government has now assumed respon- 
sibility for development of our water- 
power resources. It is extremely im- 
portant also that areas of hydro gen- 
eration be fully coérdinated in opera- 
tion with areas of thermal generation, 
wherever this is physically possible 
both within broad areas or between ad- 
jacent areas. There are already out- 
standing examples of accomplishment 
of this kind of coérdination. Only by 
such measures can maximum benefits 
to the country as a whole be achieved. 


Regarding power plants employing 
nuclear energy as a source of heat, Cis- 
ler hopes that the electric utility indus- 
try will be able to take a more active part 
in the same manner in which it has 
pioneered in bringing the industry to its 
present stage of development. 

Cisler, who is on loan from his com- 
pany to the Economic Codperation Ad- 
ministration (ECA) which is administer- 
ing Marshall Plan aid to Europe, and is 
therefore in a position to make compari- 
sons and draw conclusions based on 
factual data, states: 


. the existing electric power re- 
sources of the United States are the 
largest in the world, accounting for al- 
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most one-half of the total production 
and consumption for all nations and 
nearly six times that of the next near- 
est nation, the USSR. 


In concluding his remarks, Cisler made 
an appeal for a definite national power 
policy. He suggested: 


. The establishment of a wise and 
constructive policy of our government 
towards our industry can do much to 
enable the electric power industry to 
assist, along with other industries, in 
promoting and insuring the social, 
economic, and political stability of our 
country. That is a purpose which is 
worthy of the thoughtful consideration 
of all who believe in . . . democratic 
principles . 


With these closing remarks, Cisler 


joined the other industry speakers on the 
program, and electric utility industry men 
in general, in a recommendation that the 
Federal government adopt some consist- 
ent and long-term policy respecting the 
status of the public utilities engaged in 


the production and distribution of electric 
power. 


HILIP SPoRN, president, American 

Gas & Electric Service Corporation, 
spoke on “Controlling Costs: The Pow- 
er Industry’s Achievement and Oppor- 
tunity.” He praised the electric utilities 
for their unique job in keeping costs of 
service down, while the cost of the com- 
ponents entering into that service have 
been rising steadily. Sporn said he has 
been asked again and again by regulatory 
commission members, consumers, and en- 
gineers, for an explanation as to how 
utilities have been able to control costs. 
He asked : 


How, in the face of such an expand- 
ed demand, which presumably should 
have required a corresponding expan- 
sion in facilities of the electric utility 
systems, and how in the face of the 
almost doubling of the costs of labor 
and material entering into the opera- 
tion of power systems, was this ap- 
parent miracle of lower costs brought 
about ? 
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He then proceeded to explain the re- 
markable record on cost. He declared: 


... The basic reason for the record on 
costs established by the industry is a 
3-part one: a sharp reduction in the 
amount of plant per kilowatt and kilo- 
watt hour sold; less man power per 
kilowatt and kilowatt hour ; and the in- 
tegrated effect of numerous techniques 
and devices designed to reduce capital 
and operating expense. 


Amplifying one of the “devices” em- 
ployed, he said: 

. a large percentage of the com- 
panies studied have found it profitable 
to give greater attention to the im- 
portant rdle of interconnections and 
the improvement of codrdination with 
interconnecting companies, thus mak- 
ing it possible to install larger units and 
simplify design. 


On the question of new techniques and 
greater labor productivity, he said: 


Large improvements . . . have been 
made in labor productivity as a result 
of larger units and centralized control 
on the new units being installed, Yet, 
strangely, there does not seem to be as 
much awareness of the improvements 
on the labor productivity front that can 
be made in adapting the same ideas to 
some of the old equipment, nor of the 
contribution that specialized tools can 
make toward improvement of labor 
productivity. 


HORTLY thereafter he turned to a con- 

sideration of the economies which 

can be realized in the accounting end of 
the business, stating: 


In the accounting field an apparent- 
ly excellent job has been done generally 
in the broader application of mechani- 
cal tools to carry out accounting and 
commercial functions. The general 
trend toward bimonthly and quarterly 
meter reading is also outstanding. One 
company, for example, reports an an- 
nual saving of $500,000 by the proc- 
ess, and finds the new practice com- 
pletely acceptable to its customers. 
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Obviously, no matter what the size of 
the company may be, this is a major 
item of economy and cannot be over- 
looked by any group. 


Further, he said: 


There is evident a general and great 
concern with the cost of paper work— 
an appreciation and recognition of the 
importance of reducing that work. The 
techniques for bringing that about are 
not reported in too great detail. Here it 
is important to remember that paper 
work and red tape in any organization 
have the inherent character of growth 
and proliferation typical of the tropi- 
cal jungle. The suggestion cannot help 
but be made, therefore, that in each 
organization there should be set up in 
one form or another the equivalent of 
a jungle clearing squad whose func- 
tion will be to cut all unnecessary 
forms, reports, and paper procedures 
to simplify them, and make each form 
or each additional paper operation 
justify itself on the basis of its con- 
tribution to a sound and economically 
operated system. 


Sporn concluded his remarks with a 
rededication to the spirit of the indus- 
try — service. “We are required to 
serve the public in our area,” he said, 
“and we have certain privileges in con- 
nection with that .. . We also have cer- 
tain obligations.” Sporn believes that 
foremost among the paramount obliga- 
tions is the one that requires that the busi- 
ness be conducted with the maximum pos- 
sible efficiency. He stated in conclusion 
that “we need to produce our service as 
cheaply as possible without exploiting our 
labor or undermaintaining the integrity 
of our capital.” 


Man E. SKINNER, vice president, 
Union Electric Company of Mis- 
souri, spoke on “The Sale We Must Not 
Lose.” As the theme of his address, he 
stated: 


While every salesman expects to lose 
a sale once in a while, he is occasion- 
ally confronted with a situation where 
his whole future depends upon the out- 
come of a single negotiation. Today, 
the electric utility industry faces sucha 
crisis. We are negotiating a sale we 
dare not lose, or we are out of busines; 
—out of a job. That sale, of course, is 
to the people of the United States, It 
involves their acceptance of business 
management for utility operation. 

You have heard a lot about it at this 
convention, both on the program, in the 
corridors, and in your discussions with 
fellow delegates. It is THE problem 
of the industry — transcending all 
others. If we lose this sale we can for- 
get the rest of the problems because 
they will become the responsibility of 
someone else — presumably some 
agency of government. . . . One of the 
things that makes this job so tough is 
that we are on the defensive. 


Through his address Mr. Skinner 
stressed the need for the management of 
each electric utility to aid its employees to 
a clearer understanding of these matters, 
to be frank with the press on all company 
affairs of local interest, and, through per- 
sonal contacts—business and social—to 
enlist in a common defense people in 
other groups which may be next on the 
list for socialization, 

Other important addresses will be re- 
viewed in the August 4th issue of the 
FORTNIGHTLY. 





Will the Public Ever Get Wise to Socialism? 


the Nation’s Capital,” stated as follows: 


N the June 25th issue of Telephony, the 
Washington correspondent of that 
magazine expressed pertinent thoughts 
on the “creeping Socialism” which con- 
fronts this country, The department, “In 


As long as the socialistic-minded 
group, which has influence with the 
Truman administration, has confined 
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itself to destroying private enterprise 
in the electric power industry, infil- 
trating the telephone business, and 
needling the steel industry, a good 
many ordinary citizens have not paid 
too much attention. But when social- 
istic proposals hit farm country, we 
will see some signs of the general 
awakening. 

The boldness with which the admin- 
istration’s “Brannan plan” proposes to 
make the rest of the country support 
the farmers shows the speed with 
which American government. has been 
driving toward Socialism. Few people 
realize the extent to which that colos- 
sal institution of bribery known as Fed- 
eral aid has destroyed the self-de- 
termination of the average citizen. 

Public utilities are so-called monopo- 
lies. Therefore, their efforts to protect 
themselves from bureaucratic en- 
croachments have been slow to win 
popular support. Now, things are hap- 
pening in other fields which will go a 
long way to educate the doctor, the 
insurance man, the smal] bank deposi- 
tor, and others to the fact that their in- 
dependence is on the skids, 

Our Federal government payroll ap- 
proaches $14 billion a year. For each 
one of the 48 states, the American 
people must pay annually $290,000,000 
for personal services alone. A very 
large percentage of these employees, 
for whom this vast sum is needed to 
support, are engaged in handling some 
form or other of Federal aid. The 
Hoover Commission makes the star- 
tling disclosure that 40 per cent of all 
money, now being spent by the states, 
is money collected in taxes by the 
United States government, and redis- 
tributed as Federal aid. 

Of course, this is the people’s money, 
but, judging from the administration’s 
arguments, it’s all a gift. Yet, unless 
local governments use the money in 
exactly the manner specified by Wash- 
ington, under supervision of Federal 
field agents, it can be summarily with- 
held, notwithstanding that it came 
from the pockets of the very people 
penalized by such a refusal. 


The success of the whole paternalis- 
tic pattern is based on the ancient lure 
of something-for-nothing-for-every- 
body. And when the central govern- 
ment, with its locust swarm of 
theorists, responsible to no standard 
outline of reasoning, gets its foot in- 
side the door on a part-payment basis, 
those who bargained for a gratuity find 
themselves well harnessed by check- 
rein and blinders. 

Richard D. Grant, Boston commen- 
tator, recently reported some signs, as 
yet isolated, that a core of resistance 
is in the making against further exten- 
sion of this unwholesome Federal 
domination. When the presidents of 
Boston and Bates colleges state flatly 
that, although their institutions badly 
need financial assistance, they will not 
accept it in the form of a Federal mort- 
gage on their intellectual freedom, their 
words may inspire a theme of great po- 
tential development. 

People, who think, may well reflect 
on what this system has done in twenty 
years to their individual security, Jn 
1928, state and local governments col- 
lected and spent for civic purposes 66 
per cent of all assessed taxes. Today, 
the United States government takes 75 
per cent of the revenue. The state and 
municipal governments must scratch 
for the other 25 per cent and it isn’t 
nearly enough. Needless to say, the 
Federal politicians are never going to 
get their fists out of any local honey- 
comb so sweet as the telephone excise 
tax, until the folks back home wake up 
and take after, with election pitchforks, 
the gentry who have been draining the 
hives. 


HESE observations indicate clearly 
the threat of this socialistic trend. 
They suggest the urgent need to aid more 
of our citizens to realize that Socialism 
menaces their own personal livelihood. 
No one escapes the pressures of central- 
ized, paternalistic governmental control. 
Thoughtful, factual comments, as the 
above, can serve to awaken people to the 
constant efforts of pressure groups to na- 
tionalize business in this country. 
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The March of 
Events 


In General 


Special Industry Committee 
Meeting 


A= committee of gas and electric 
utility industry representatives 
was scheduled to meet July 10th and 
again in August and September, to con- 
sider suggestions from the industry for 
simplifying and eliminating unnecessary 
duplication of gas and electric company 
reports to the Gosesties and Exchange 
Commission. 

W. G. Bourne, Jr., vice president, 
Commonwealth & Southern Corporation, 
is chairman of the industry committee 
which was appointed recently by the Ad- 
visory Council on Federal Reports, a 
council created by authority of the direc- 
tor of the Federal budget to assist him in 
his statutory duty of passing on all re- 
ports by industrial and business enter- 
prises to governmental agencies. Follow- 
ing its meetings this summer, the industry 
committee will submit recommendations 
to the SEC through the U. S. Budget 
Bureau. 

Other members of the committee are 
Douglas Tonge, American Gas & Electric 
Company; Theodore G. Sommerman, 
Ebasco Services, Inc.; Alfred E, Softy, 
Commonwealth & Southern Corporation ; 
William Storz, Philadelphia Electric 
Company ; E. H. Gannon, Stone & Web- 
ster Service Corporation ; and H, C. Has- 
brouck, Edison Electric Institute, secre- 


tary. 


Krug Says Basin Program Fails 
Spa of the Interior Krug said 

recently the Reclamation Bureau- 
Army Engineers’ codrdinated Columbia 
valley program cannot meet the require- 
ments for developing the basin. 
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Stressing unification and elimination 
of interagency conflicts he urged the 
House Public Works Committee to ap- 
prove a bill to create a Columbia Valley 
Administration. Krug said he was testi- 
fying at President Truman’s request. 

Krug’s statement was read by Walton 
Seymour, head of the department’s power 
division, after the Secretary became ill 
and was excused from the stand. He em- 
phasized basin development is carried on 
now under divided authority of the Army 
Engineers, Reclamation Bureau, and 
Bonneville Power Administration. The 
proposed CVA would take over functions 
of all three, 

Governor Douglas McKay of Oregon, 
who also appeared before the congres- 
sional committee holding hearings on the 
CVA, subsequently expressed the opinion 
the current Congress will not approve 
such legislation. McKay emphasize he 
is not opposed to a CVA which would be 
controlled by people of the Northwest. 

“What I would really like to see,” Gov- 
ernor McKay said, “would be for the 
present Federal projects to be amortized, 
and then for the states to take them over 
under an interstate compact.” 

Such a plan, the governor averred, 
would provide a substantial source of 
revenue for the states. He admitted it 
would be hard to sell this idea, 


Second Safety Seminar Held 


pee and personnel executives from 
utilities in ten states and in Brazil, 
Cuba, and Mexico met recently to attend 
the seminar in public utility safety, held 
June 13th to 24th, by Ebasco Services 
Incorporated in codperation with New 
York University. 
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The first such seminar, conducted 
earlier this year, proved so successful and 
effective that the second session was 
scheduled to accommodate personnel un- 
able to be present for the first. 

The seminar contents are specifically 
designed to teach safety and operating 
personnel of utilities up-to-date practices 
and techniques in accident prevention. 


Since most safety men are selected from 
the ranks, it was felt that some formal 
training in safety organization and pro- 
cedures and in effective human relations 
as well as experience and instruction in 
public speaking would be highly bene- 
ficial. It was with these thoughts in mind 
that the seminar was proposed by officials 
of Ebasco client companies. 


California 


Ground Broken on Super Inch 
Pipeline 

Ci was broken recently on the 
“Super Inch” pipeline over which 

Pacific Gas and Electric Company will 

bring gas 1,600 miles to northern Cali- 

fornia from fields in Texas and New 

Mexico. 

The initial section of line to be con- 
structed will be an 80-mile link from the 
ground-breaking point, which is near 
Llanada in the Panoche Hills, north- 
ward to Milpitas. Upon completion, this 


section of the line will become a tempo- 
rary underground gas storage facility 
until such time as the rest of the Super 
Inch is ready for service. 

PG&E’s 506-mile section of the line 
will be 34 inches in diameter, the largest 
diameter pipeline ever built anywhere for 
high-pressure transmission of natural 
gas. Approximately 30,000 tons of steel 
pipe will go into the northern 80-mile end 
of the Super Inch. 

The Super Inch will cost PG&E and 
the El Paso Natural Gas Company, of 
Texas, approximately $150,000,000. 


District of Columbia 


Gas Rate Probe Ordered 


TS Federal Power Commission re- 
cently ordered an investigation into 
the rates charged by the Washington Gas 
Light Company and two of its subsidi- 
aries, the Potomac Gas Company and 
Prince Georges Gas Corporation. The 
FPC said the probe was designed to de- 
termine whether the rates charged by the 
companies for natural gas are “unjust, 
unreasonable, or unduly discriminatory.” 

The FPC acted on a complaint filed by 


the Arlington, Virginia, county board last 
April 25th. The county board asked FPC 
to investigate rates charged by the Wash- 
ington Gas Light Company for delivery 
of natural gas to the Rosslyn Gas Com- 
pany—a third subsidiary of the Wash- 
ington firm. 

In its order, the FPC announced it 
would fix “just, reasonable, and nondis- 
criminatory rates” if the Washington 
company’s charges are found to be dis- 
criminatory. 


Kentucky 


made by the Lone Oak Water District are 

subject to the state’s 3 per cent tax. 

He said he examined the statutes pro- 
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Water District Subject to Tax 


= Attorney General J. Gard- 
ner Ashcraft recently said sales 
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viding for the creation and operation of 
water districts and could not find any re- 
lief for them from the utilities’ gross 
receipts tax. 


The state imposes this levy on electric, 
gas, water, telephone, and telegraph cus- 
tomers. The consumers pay the tax, not 
the companies, 


Massachusetts 


Transit Losses Increase 


HE deficit for the operation of the 
Metropolitan Transit Authority of 
Boston thus far in 1949 has passed the 
$5,000,000 mark, it was established re- 
cently as an ominous monthly report also 
showed 13,025,823 fewer revenue passen- 
gers carried than in the first five months 
of 1948. 
Thus the loss from operations has in- 


creased $3,000,000 since Governor Dever ' 


submitted his solution to the transit di- 
lemma in March. The state legislature has 
yet to act on his proposal, which, in any 
event, is expected to yield only $6,225- 
000 of a necessary $11,000,000. 

The MTA’s monthly financial losses 
also are growing. Compared to a $794,236 
deficit in April, it lost $852,252 in May. 
This is in the face of a demand for a 30- 
cent-an-hour wage increase by its opera- 
tives. 


* 
Michigan 


Rate Increase Made Permanent 


‘aa state public service commission 
recently made permanent an interim 
electric rate boost totaling $226,000 an- 
nually for the Michigan Public Service 
Company. 

Commissioner Schuyler L. Marshall 
said the rate had only been made perma- 
nent after the commission had “carefully 
studied the company’s appeal” for rate 
relief. 

The imposed 


commission’s order 


strong conditions on the management to 
maintain satisfactory service, Marshall 
said. 

The company asked for the rate boost 
on March 19th claiming that its expenses 
had outstripped its income. The interim 
increase was granted soon after to keep 
the company solvent until hearings could 
be held. 

Marshall pointed out that $90,000 of 
the increase will go to the Federal gov- 
ernment in income taxes. 


Nebraska 


Natural Gas Contract OK’d 


CONTRACT which would whip Oma- 
ha’s natural gas shortage in the 
winter of 1951-52 was OK’d recently 
by directors of the Metropolitan Utili- 
ties District. 

The 20-year pact calls for the district 
to pay for 60,000,000 cubic feet of nat- 
ural gas a day from Northern Natural 
Gas Company of Omaha, starting in the 
winter of 1951-52, This compares with 
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approximately 20,000,000 cubic feet 
available last winter, 25,000,000 next 
winter, and 30,000,000 in the winter of 
1950-51. 

The sharp increase in Omaha’s natural 
gas supply would follow completion of 
the proposed Trunkline Gas Supply 
Company’s pipeline from Edge, Texas, 
to a link with the Northern Natural sys- 
tem at Palmyra, Nebraska. 

General Manager Walter Byrne, who 
was authorized to sign the contract with 
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Northern Natural, said the 60,000,000 
cubic foot daily allotment might force 
the district to pay for more gas than it 
can sell in 1952 and 1953. The district’s 
general counsel, Dana Van Dusen, said 
the sharply increased supply can be 
matched by demand. 


Lose Pay Boost Bid 


HE state court of industrial relations 
last month dismissed a union re- 
quest for a 30 per cent increase in wages 
and changed working conditions for em- 
ployees of the state’s three hydro dis- 
tricts. 
The court found that wages paid by 
the districts are comparable to the pre- 


* 


New 


Natural Gas Due in City 


fe state public service commission 
recently announced that it had au- 
thorized the New York & Richmond 
Gas Company, which serves manufac- 
tured gas to 38,000 customers on Staten 
Island, to convert to natural gas. 

Benjamin F, Feinberg, chairman of 
the commission, said this marked the first 
actual introduction of natural gas in the 
New York metropolitan area. 

“It culminates nearly three years of 
effort on the part of the commission to 
bring this fuel with its attendant benefits 
in lower rates to New York city con- 
sumers,”’ he said. 

“Natural gas is cheaper than manu- 
factured gas and when the supply from 
the Trans-Continental Gas Pipe Line 
Company becomes available to New York 
city and Long Island companies, the ex- 
isting restrictions against furnishing of 
gas for new house-heating installations 
will be realized or removed entirely and 
it is anticipated that it will be possible to 
make material reductions in the rates now 
paid by Westchester, Long Island, and 
New York city consumers.” 

New rates for the New York & Rich- 
mond Gas Company will be determined 
by the commission upon conversion of 
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vailing wage paid other workers in the 
same area who exhibit similar skills un- 
der the same or similar working condi- 
tions. 

Local No. 739 of the International 
Brotherhood of Electrical Workers had 
requested the wage increases for em- 
ployees of the three districts. The dis- 
tricts are the Platte Valley Public Power 
and Irrigation District, North Platte ; the 
Loup River Public Power District, Co- 
lumbus ; and the Central Nebraska (Tri- 
County) Public Power and Irrigation 
District, Hastings. 

The court dismissed the union’s mo- 
tion for an independent investigation of 
the wages and working conditions to be 
conducted by the court. 


York 


the company’s system and consumers’ ap- 
pliances to the use of natural gas. The 
company has suggested rates estimated 
to save customers about $230,000 an- 
nually, but permanent rates will be de- 
termined on the basis of all cost factors 


involved. 
Million May Get Refunds 


usTICcE Peter A. Quinn ruled in Bronx 
Municipal Court recently that the 
Consolidated Edison Company had over- 
charged two Bronx housewives on their 
gas bills for the period including last 
January 10th, when the new and higher 
gas rates became effective, and ordered 
the company to return the women $10.21 
and $15.86, respectively 
The company had said on May 24th, 
when the case was argued, that such a 
decision could affect 1,181,000 gas users 
in Manhattan and the Bronx and could 
involve settlements of millions of dollars. 
The company said it would appeal the 
case. It insisted the court did not have 
jurisdiction in the case and that it would 
be impossible to apply the rule called for 
in the decision to all 1,181,000 consumers. 
It said the bookkeeping costs alone, ex- 
clusive of refunds, would be beyond rea- 
son. 
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Ohio 


Committee Kills Utility Bill 


BILL which would have enabled pub- 

lic utility companies, if unable to 

reach an agreement with a municipality 
over transportation rates, to carry an 
appeal direct to the state public utilities 
commission was killed last month in the 
commerce and transportation committee 
of the state house of representatives. The 


bill previously had passed the state sen- 
ate. 

Vigorous opposition to the bill had 
been expressed by Maurice Gilbert, as- 
sistant law director of Dayton, and Roy 
Brown, Akron law director. 

Terming the bill a “threat to our 
Democratic processes,” Gilbert said the 
courts are open for settlement of any 
differences on rates. 


Oregon 


Rate Cut Allowed to Meet 
Competition 


UBLIC Utilities Commissioner George 
H. Flagg has adequate authority to 
permit a power company to reduce its 
rate schedule to meet local competition, 
Attorney General George Neuner ruled 
in an opinion last month. 
Neuner was asked by Flagg whether 


the Pacific Power & Light Company, op- 
erating in The Dalles, could reduce its 
rates there to meet competition of a peo- 
ple’s utility district. The utility district 
officials had protested on the ground that 
the proposed new rates in The Dalles 
are lower than the rates charged for the 
same type of service in other municipali- 
ties in which the Pacific Power & Light 
Company distributes electricity. 


Virginia 


Fare Increase Compromised 


HE Virginia Transit Company and 

the city of Norfolk recently reached 

a compromise agreement in their fare 

dispute which temporarily removes the 

company’s threat to give up its Norfolk 
operations. 

The agreement provides for a 90-day 

trial period during which the company 


will operate on the basis of a 10-cent cash 
fare, but with the elimination of all 
token fares. The city had insisted on re- 
taining the tokens, while the company 
had demanded a fare increase. 

If the company’s operations during the 
period fail to produce adequate revenues, 
the Norfolk city council then will con- 
sider an increase in the cash fare, prob- 
ably to 114 or 12 cents. 


* 
Washington 


Property Deal Completed 


HE Puget Sound Power & Light 

Company and the Snohomish Coun- 
ty Public Utility District reached an 
agreement last month for the sale of the 
firm’s distribution properties in Snohom- 
ish county and on Camano island to the 
PUD. The price topped $16,000,000. 
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A condition of the joint agreement was 
that the PUD immediately dismiss its 
pending condemnation suit against the 
firm. Such a step also is a prerequisite, a 
spokesman said, to the carrying on of 
negotiations for an over-all acquisition 
of the company’s holdings by other 
PUD’s acting together. 
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Rising Wage and Higher Depreciation Rate Necessitate 
Second Telephone Rate Increase 


T= Louisiana commission granted a 
telephone company a second rate in- 
crease within two years where it found 
that the existing rate yielded a return of 
only 3.76 per cent rather than the ex- 
pected 6 per cent. This lower return was 
mainly the result of higher construction 
costs, wage increases, and higher depre- 
ciation rates. 

In reaffirming certain principles relat- 
ing to the company’s right to a fair return 
upon the money prudently invested, the 
commission stated that the rate base to be 
used is the total original cost of the prop- 
erty in useful service plus a reasonable 
allowance for materials, supplies, and 
cash requirements, 

It also said that the return should be 
such as will yield enough money, after all 
reasonable operating expenses, mainte- 
nance, taxes, and depreciation appropria- 
tion, to maintain the credit of the utility, 
attract new capital, reward good manage- 
ment, and to enable the investor to recoup 
at any time money he has prudently 
invested. 

The fact that improved earnings were 
necessary to raise additional capital for 
extension and improvement of service 
was also considered significant. Here, the 
commission pointed out, the company’s 
earnings, particularly after giving effect 
to wage increases, were so low as to dis- 
courage further investment in the com- 
pany’s plant. 

It was shown that large additional in- 
vestments were necessary to provide de- 
sired telephone service and to hasten the 
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replacement of multiparty service with 
individual lines. Under these conditions, 
the commission said, it was its duty to 
provide for earnings sufficient to expe- 
dite, rather than impede, the company’s 
efforts to satisfy the public demand. 

The commission was concerned with 
the fixing of rates for application in the 
future, not simply for the next few weeks 
or months. Therefore, it intended to es- 
tablish such rates as would preclude the 
necessity of another expensive investiga- 
tion into the company’s affairs within the 
near future. It believed that a rate of re- 
turn to satisfy average conditions should 
be adopted in preference to a return too 
strongly colored by the adverse financial 
conditions of the immediate past and 
present. 

Commissioner Knight, in a dissenting 
opinion, pointed out that the first increase 
was intended to provide for the enlarged 
expenses and to afford means to improve 
the quality of service. He observed that 
the company’s position as to meeting 
these demands has steadily deteriorated, 
and that the present application left the 
inference that the more customers ac- 
quired, the less money the company 
makes. He was not prepared to accept 
this principle. 

It was also noted that we are entering 
a period of declining economy with sub- 
siding prices and lowered employment. 
Commissioner Knight did not believe 
that the company showed enough concern 
for economy. 

The telephone company had stressed 
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its willingness to expand rural service if 
the increase were granted. Commissioner 
Knight observed that while he is no pro- 
ponent of government entry into the 
telephone business, the so-called Poage 
Bill, which proposes Federal subsidies 
for rural telephone developments, is 
likely to pass the Congress and will sure- 
ly be signed by the President of the 
United States. This proposal, he said, 


has for its object the supplying of tele- 
phone service to sparsely settled rural 
locations without placing a direct burden 
upon all other telephone users, urban and 
rural, such as is imposed by granting a 
rate increase to a telephone company for 
the purpose of underwriting remote rural 
development. Re Southern Bell Teleph. 
& Teleg. Co. (No. 5045, Order No. 
5096). 


Temporary Rate Order Not Suspended in View of 


Recoupment Law 


yo. New York Court of Appeals re- 
versed an order of the appellate divi- 
sion of the supreme court staying a tem- 
porary rate order of the state commis- 
sion. The lower court thought that there 
were serious questions as to whether the 
commission in fixing rates had exceeded 
its powers. 

The New York law requires that an 
order suspending a rate order of the com- 
mission shall contain a specific finding 
that great and irreparable damage would 
otherwise result to the company and 
specifying the nature of the damage. The 
appellate division had decided that the 
rate provisions of the recoupment statute 
were not designed and were not adequate 
to meet the situation presented where the 
loss, if the temporary rate order were 
void, might well reach astronomical 
figures. 

The answer to these misgivings, said 
the court of appeals, was to be found in 


e 


the construction which the court had put 
upon that section of the law in Bronx Gas 
& E. Co. v. Maltbie (1936) 271 NY 364, 
14 PUR NS 337. There the court said 
that the recoupment section forces the 
commission to consider the return from 
the temporary rate and to establish a 
permanent rate, or the final rate, ac- 
cordingly. 

If the temporary rate has proved to be 
too low, the final rate must make it up 
to the company. Over what time it is 
necessary to provide a rate sufficient to 
make up the loss, or to include the take- 
up, is a matter of adjustment, machinery, 
and method. 

Since the recoupment provision was 
applicable to the temporary rates in ques- 
tion, great and irreparable damage could 
not result, according to the court of ap- 
peals. Consolidated Edison Co. of New 
York, Inc. v. Maltbie et al. 299 NY 172, 
86 NE2d 161. 


Expense of Outside Office Allowed 


Bi fans Colorado commission, in fixing 
rates for the Leadville Water Com- 
pany, noted that the cost of obtaining a 
franchise was being written off on a 15- 
year basis and charged to reserve for de- 
preciation. This, said the commission, 
was not a depreciable item and the write- 
off should be charged to operations and 
credited direct to franchise. The com- 
mission suggested that the amount should 
appear on the income and expenses state- 
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ment each year under “Other Expenses.” 

Since the beginning of the company, 
the financing and top management have 
been handled from the Portland office. A 
number of other water companies are 
owned by the same financial interests and 
similarly managed from Portland. The 
commission had previously eliminated 
Portland office expense from allowable 
costs of operation, but in this proceeding 
the commission recognized that the talent 
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to perform the services rendered by the 
eneral office in Portland was not obtain- 
able at Leadville. 

The commission said that if it were 
obtainable in Leadville, or elsewhere in 
Colorado, it probably could not be fur- 
nished at as low a cost. The auditor had 


reported that there was no duplication of 
expenses, and the commission decided 
that the services rendered at Portland 
were essential and should be allowed. Re 
Leadville Water Co. (Investigation and 
Suspension Docket No. 279, Decision 
No, 31877). 


e 


Spur Track-Main Line Crossing Order Affirmed 


RAILROAD’S suit to vacate a commis- 
A sion order permitting another road 
to construct a spur track across its main 
line track at grade was decided by the 
supreme court of Michigan in favor of 
the commission, 

The court pointed out that since the 
area to be reached was undeveloped, the 
commission was not required to concern 
itself with questions of public conven- 
ience. 


2 
Must Satisfy Statute 


Service Complaint 


HE motion by a motor carrier to dis- 
miss on procedural grounds a com- 
plaint against its service was granted by 
the Pennsylvania commission. The com- 
plaint made by a private citizen simply 
alleged “inadequate bus service.” 
The commission upheld the carrier’s 
contention that the failure of the com- 
plaint to comply with sections of the 


When the main line railroad made 
capital of the inherent dangers of such 
a crossing, the court asserted that the 
commission may, in the exercise of its 
discretion, determine that the methods 
proposed by the crossing railroad will 
make the crossing reasonably safe and 
that something is to be gained by the 
construction. Detroit & Toledo Shore 
Line R. Co. v. Public Service Commis- 
sion, 36 NW2d 896. 


Public Utility Law requiring a statement 
of “any act or thing done or omitted to 
be done is violative of law” was fatal. 
While noncompliance with its own 
rules of practice may be waived, the com- 
mission concluded, noncompliance with 
the provisions of the Public Utility Law 
may not be. Kinter v, Valley Transp, Co. 
(Complaint Docket No. 14648). 


e 


Mail Service Does Not Require Train Continuance 


‘ta Utah commission permitted a 
railroad to discontinue certain trains 
which it was operating at a substantial 
loss where the public convenience did 
not require the continued operation of 
those facilities. 

The objection of several citizens that 
discontinuance of the trains would ad- 
versely affect mail service was overruled. 
Mail distribution is a problem of the 


se Georgia commission treated a 
petition for a rehearing of its order 
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Postal Department, the commission said. 
If the railroad has any obligation for 
this service, it is to the government and 
not to the public. 

The commission indicated further that 
the Postal Department would be able to 
arrange for the carriage of mail by com- 
mon motor carriers or other facilities. 
Re Denver & R. G. W. R. Co. (Case 
No. 3349). 


e 


High-cost Construction Basis for Telephone Rate Increase 


granting an intrastate telephone rate in- 
crease as a new application and author- 
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ized new rates yielding an annual return 
of approximately 6 per cent. After the 
original rate increase, the company had 
granted increased wages and revised its 
depreciation rate upward as prescribed 
by the Federal Communications Com- 
mission, It found in the former case 
that a return of 5.19 per cent on average 
net investment was equivalent to a rate 
of return of 5.50 per cent on the total 
invested capital of the company assigned 
to the state of Georgia. This computa- 
tion, however, gave no effect to the de- 
pressing effect of current high-cost con- 
struction which had been recognized in 
the commission’s original order. 

It was testified that the depressing ef- 
fect of high-cost construction depresses 
the company’s earnings by approximate- 
ly one-half per cent per year. The com- 
mission said that if the 54 per cent an- 
nual return on invested capital was 
adopted as a sufficient rate of earnings 


and one-half per cent was added to this 
for the depressing effect of high-cost 
construction, an annual return of approx- 
imately 6 per cent would not be unreason- 
able. Therefore, it held that higher rates 
were justified. 

Chairman Walter R. McDonald dis- 
agreed with the majority decision since, 
he said, it provided almost $2,500,000 of 
additional revenue to the company to off- 
set a $1,000,000 wage increase. He 
pointed out that the return completely 
disregarded the fact that the American 
Telephone and Telegraph Company, the 
holding company owning 100 per cent of 
the local company’s stock, derives from 
the rates authorized by the state commis- 
sion not only 7 per cent return on the 
money invested in Georgia, but also re- 
ceives other revenue from local telephone 
users by reason of a license contract. Re 
Southern Bell Teleph. & Teleg. Co. 
(File No. 19315, Docket No. 9328-A). 


Rates Fixed Low Pending Advent of Natural Gas 
a New York commission approved 


increased gas rates for the Central 
Hudson & Electric Corporation but com- 
mented that these rates could not be con- 
sidered as a measure of a fair rate of re- 
turn. The return on the basis of the com- 
mission’s figures would be under 3 per 
cent. 

The rates proposed were designed to 
prevent any loss of business or any dis- 
couragement of additional business dur- 
ing the period before the company is able 
to obtain supplies of natural gas. The 
commission understood that the company 
concurred in this action. 

After the closing of the hearing the 
company had indicated that it believed 
that rates proposed by it upon the hearing 
might, under existing circumstances, be 
too high. Commissioner Eddy explained 
as follows: 


In adopting this attitude the com- 
pany is taking the long-range view- 
point rather than the question of pres- 
ent immediate return. The company 
feels that it is probable that within a 


short period of time it will be able to 
obtain supplies of natural gas from the 
Columbia System. While certain cap- 
ital expenditures for pipeline would 
require a higher investment, wherever 
natural gas has been introduced the re- 
sult has been a decrease in rates over 
those previously charged for manufac- 
tured gas. Looking forward to the 
time when it will obtain natural gas, it 
is good business for the company to 
retain all of its present gas business 
and to attract as many additional gas 
customers as may be possible. Both 
objects might well be defeated if the 
rates were made high enough to _ 
duce a temporary return of even 5 per 
cent. In fact it is distinctly possible 
that a further material increase in gas 
rates might produce less revenue to 
the company than that presently being 
received. However, in view of the 
whole picture, it would appear that a 
small increase is justified and will not 
have an adverse effect on sales. 


Re Central Hudson Gas & E. Corp. 
(Case 13144). 
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Emergency Rate Properly Allowed Income in 
Excess of Operating Expenses 


HE supreme court of Minnesota 

held that the state commission in fix- 
ing an emergency or temporary street 
railway fare had power to fix it in such 
an amount as would produce revenue not 
only necessary to meet fixed charges and 
operating expenses, but also sufficient to 
yield a reasonable return on the fair value 
of the property devoted to street railway 
use. A lower rate, said the court, would 
be confiscatory. 

An exercise by the commission of its 
power to find the value of a street rail- 
way property and to fix a rate of fare 
on that basis, the court held further, does 
not exhaust its power to fix emergency 


or temporary rates of fare pending a rate- 
making proceeding. This power is a 
continuing one to be exercised repeatedly 
as occasion may require. Statutory 
power to be exercised “at any time” is 
one to be exercised from time to time in 
the discretion of the commission. 

A prior order of the commission made 
within a year prior to the emergency or 
temporary rate order provided that “after 
the expiration of one year” an applica- 
tion to modify it might be made. The 
court, however, ruled that this was no 
bar to such an application within a year. 
a Street R. Co. 37 NW2d 


e 


Tract Developer Not a Public Utility 


TT? position of an individual who, 
as the former owner of a tract of 
real estate, applies for water and accepts 
service at the end of a water utility’s lines, 
from which point residents of the tract 
draw water for their needs, was passed 
upon by the Pennsylvania commission. 
Bills were rendered by the utility to 
the former landowner, who prorated 
them among the users of the water. He 
did not undertake to distribute water nor 
did he actually distribute any. He re- 
ceived no compensation for his inter- 
mediary function but on the contrary had 
lost several hundred dollars because of 
delinquent share payments by tract resi- 
dents. He had only come into the matter 
when the builder of the homes, who 


formerly had subscribed to the service, 
had defaulted on his bills, causing a 
service shutoff. 

The commission ruled that under the 
circumstances the former landowner was 
not a public utility and was under no 
obligation to insure service continuance. 

The water utility was not required by 
the commission to extend its lines into 
the area. Unreasonable expenditures in- 
volved in extending water lines into pre- 
maturely developed areas of a community 
are not required of a utility under its 
general service obligation, the commis- 
sion concluded, where there is no eco- 
nomic justification for them. Re Monon- 
gahela Valley Water Co. (Investigation 
Docket Nos. 12, 13). 


e 


Temporary Rate Increase Allowed to Meet Wage Claims 


NEW interim transit fare of 8 cents 
was established for several com- 
panies operating in the city of New York 
when it appeared to the New York com- 
mission that even under a recently estab- 
lished 7-cent fare the lines were losing 
money, principally because of increased 
labor costs. 
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The commission did not claim jurisdic- 
tion over wages paid by the companies 
to their employees but pointed out that, 
in considering their operating costs for 
rate-making purposes, wage claims which 
actually and currently exist must be taken 
into consideration. The commission felt 
that if employees are to be expected to 
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perform their duties properly, they must 
be paid promptly. 

After establishing the interim fare of 
8 cents, the commission pointed out to the 


companies that the city of New York 
should enjoy a high standard of bus serv- 
ice. Re Madison Avenue Coach Co. (Case 
13905-13909). 


= 


Other Important Rulings 


ig feos New York commission said that 
any deviation from its general policy 
as to competitive bidding for securities 
should have the soundest reason to sup- 
port it, since the commission has found 
that issuance of securities at competitive 
bidding has resulted in the most favor- 
able cost of money. Re Brooklyn Bor- 
ough Gas Co, (Case 14245). 


The Georgia commission authorized a 
telephone rate increase although service 
was inadequate, where subscribers would 
ultimately be benefited by the increase, 
since additional revenue would enable the 


company to modernize and improve its 
service ; but the commission ordered the 
company to recondition, rebuild, and re- 
pair its equipment to give good service. 
Re Georgia Continental Teleph. Co. 
(File No. 19377, Docket No, 9082-A). 


The Pennsylvania commission fixed 
water rates to yield a return of 6 per cent 
and in determining the rate base con- 
sidered the fact that the company was a 
going concern. Public Utility Commis- 
sion v. South Pittsburgh Water Co. 
(Complaint Docket Nos. 14396, 14393, 
14398). 





Titles and Index 


Preprints in This Issue of Cases to Appear in 
PUBLIC UTILITIES REPORTS 


Arkansas-Missouri Power Co., Re 
Arkansas-Missouri Power Co., RE 
Library Water Co., Wilcox v. 


Malden and Melrose Gas Light Co., Mayor of Everett v. .............. (Mass) 


Meyers v. Public Utility Commission 


(PaSuperCt) 


Pacific Teleph, & Teleg. Co., Telelarm A Cy, tn duscudivewseks waweneta (Cal) 


Pennsylvania & A. R. Co., Re 


(NJ) 


Telelarm Corp v. Pacific Teleph. & Teleg. Co. ..........csccccesscccess (Cal) 


INDEX 


Depreciation—gas company, 129, 

Interstate commerce—public utility under 
Federal Power Act, 146; status of own- 
er of leased generating plant, 146, 

Labor—jurisdiction of Commission, 153; 
wage increases, 153. 

Leases—lease of electric facilities, 146. 

Rates—gas for space heating, 129; gas 
promotion rate, 129; merchandising op- 
erations as factor, 129; unit for gas rate 
making, 129. 

Return—gas company, 129. 


Revenues—gas company, 129. 
Security issues—high debt ratio, 146. 


Service—abandonment of branch railroad 
line, 158; attachments to telephone in- 
struments, 143; automatic fire alarm 
device, 143; duty to maintain connec- 
tions, 155; paramount authority of In- 
terstate Commerce Commission, 158. 

Valuation—land not used, 129; prudent 


investment basis, 129; rate base deter- 
mination, 129. 


Public Utilities Reports (New Series) are published in five bound volumes annually, with an 


Annual Digest. These Reports contain the cases preprinted 
NIGHTLY, as well as additional cases and digests of cases. 


in the issues of Pustic Uriities Fort- 
The volumes are $7.50 each; the 


Annual Digest $6.00. Public Utilities Reports also will subsequently contain in full or abstract 
form cases referred to in the foregoing pages of “Progress of Regulation.” 





JULY 21, 1949 


132 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Mayor of City of Everett et al. 


Malden and Melibs Gis Light Company 


D.P.U. 8144 
April 8, 1949 


| anes by city and others for reduction in gas rates; new 
gas rate schedule prescribed. 


Return, § 92 — Gas company. 
1. A return of 4.37 per cent on a gas company’s capital account, that is par 
of stock plus premium, was held to be reasonable, particularly in view of the 
Commission’s former holding that a return of 5.15 per cent was not un- 
reasonable, p. 131. 


Revenues, § 2 — Future estimates — Gas company. 
2. A gas company’s income for the six cold months cannot be determined 
by multiplying the income of the six warm months by a factor determined 
from the relationship between revenue and send-out for the two periods, 
since the company’s expenses do not follow a rhythmic, cyclical course, 
p. 131. 


Valuation, § 215 — Land not used. 
3. Land not held for utility use, present or prospective, must be ignored in 
computing capital investment prudently made, p. 132. 


Rates, § 196 — Unit for rate making — Merchandising operations. 
4. A gas company’s operating and investment accounts must be segregated 
as between utility operations and merchandising operations in any rate in- 
vestigation, p. 133. 


Valuation, § 69 — Rate base determination — Prudent investment — Plant for 
manufacturing coal gas. 

5. The cost of a plant used in manufacturing coal gas was held to be a pru- 
dent investment in property used and useful in a gas company’s business 
and a proper charge in Plant Investment Account where the company, in 
operating the plant, did not exercise its managerial discretion blindly, waste- 
fully, or with a disregard of the public welfare and where the cost of water 
gas produced would have been higher if the coal gas plant had not been in 
existence and the company would not save money by substituting water gas 
for coal gas production, p. 133. 


§ 389 — Gas — Space heating — Use characteristic. 
6. The use characteristics of space-heating customers do not vary sufficiently 
from that of other customers to warrant the Commission in compelling the 
company to institute special rates for these consumers, p. 137. 

[9] 129 78 PUR NS 
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Depreciation, § 56 — Gas company. 


7. An annual appropriation of about 1.8 per cent of gross plant for depre- 
ciation was deemed proper for a gas company, p. 138. 

Rates, § 163 — Changes in schedules — Customer’s reliance on rates. 
8. That consumers were led to invest in gas heating apparatus by the gas 
company’s representations as to the relative cheapness of gas as a fuel does 
not preclude an increase in gas rates after a full hearing and after the Com. 
mission is convinced that the proposed increase is reasonable, p. 140. 


Rates, § 374 — Gas — Promotion rates. 


9. A gas company’s domestic rate which is an all-purpose rate should follow 
a smooth curve of cost in relation to consumption, so that the incremental 
cost per cubic foot will be gradually reduced, such adjustment being effected 
by shortening, and increasing the number of, rate blocks, p. 140. 


APPEARANCES: Damon E. Hall and 
David J. Donahue, for Malden and 
Melrose Gas Light Company; LaRue 
Brown, and Hirsh Freed, for Petition- 
ers. 


By the DEPARTMENT: Malden and 
Melrose Gas Light Company filed with 
the Department on October 21, 1947, 


new schedules of rates for gas which 
represented substantial increases over 
those theretofore in effect. In the 
course of an investigation by the De- 
partment (D. P. U. 7919) as to the 
propriety of such rates, a hearing was 
held on November 20, 1947, at which 
no appearance was entered in opposi- 
tion. In an order entered February 
25, 1948, the Department approved 
the proposed schedules and they were 
allowed to go into effect as of March 
1, 1948, except as modified by a revi- 
sion of the fuel charge contained there- 
in by the absorption into the base rate 
of a considerable portion of the in- 
creased fuel costs. 

It appeared from the evidence then 
before us that the balance transferable 
to profit and loss as of December 31, 
1947, was $7,602; that the proposed 
rates were designed to bring in $569,- 
600 additional annual gross revenue; 


78 PUR NS 


that after wage and Federal income 
tax adjustments this increase would 
mean a net of $352,090 to the com- 
pany; that this net income would 
represent a return of about 5.15 per 
cent on the company’s stock plus 
premium ; that certain adjustments in 
the filed rates were justified which 
resulted in a gross revenue loss of 
about $60,000 under the company’s 
figures; and that the proposed rates 
as so modified appeared to be fair and 
justified. 

Shortly after the effective date of 
the new tariffs, the Department began 
to receive complaints that the charges 
resulting from their application were 
excessive and unreasonable. Exclu- 
sive of many individual customer com- 
plaints, petitions answering the re- 
quirements of § 93 of Chap 164 of the 
General Laws were filed by the respec- 
tive mayors of the cities of Everett, 
Medford, Melrose, and Malden, by the 
selectmen of the town of Stoneham, 
the aldermen of the city of Somerville, 
and by twenty or more customers in 
the cities of Everett, Medford, and 
Malden and the towns of Reading and 
Stoneham. Accordingly and as re 
quired by § 93, hearings were held on 
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these complaints, beginning June 10, 
1948, and continuing on June 29th, 
June 30th, September 8th, 9th, 28th, 
2th and 30th, October 7th and 
November 3rd. The complainants 
were represented by counsel at these 
hearings, the transcript of which in- 
dudes 902 pages of testimony and 60 
or more exhibits, many of which are 
complex and lengthy in nature. The 
annual returns of the company to the 
Department for the years 1941 to 
1947, inclusive, and the record, includ- 
ing the exhibits, in D. P. U. 7919 
were made a part of the record in these 
proceedings. 

The Department also caused an in- 
dependent engineering investigation to 
be made of the company, its finances, 
its service, and its rates. These en- 


gineers attended the hearings, have re- 
viewed the evidence, have requested 


and received data in even more detail 
than sought by the complainants, have 
gone over the company’s physical 
plant and have rendered a report to 
us of their conclusions. While the 
within findings are in no way based 
upon this report, it may be noted that 
the report is in agreement with them. 

Since the present investigation 
started only a few months after the 
rates complained of had been put in 
effect on March 1, 1948, and the final 
hearings were held only seven months 
thereafter, our consideration is not 
greatly assisted by the presence of 
figures based on actual operating re- 
sults. The 1947 operating results 
were considered in connection with 
the order establishing the existing 
rates. They showed a balance avail- 
able for dividends of $7,601.71 on 
gross operating revenue of $2,626,- 
271.95. This represented a return of 
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0.12 per cent on the $6,374,325 par 
value of outstanding stock. Earnings 
available for interest and dividends of 
$2,042 represented a minute return, of 
course, on the $6,188,415 of net plant. 
Its net operating income account, in 
fact, was in the red for that year to 
the extent of $18,264.32. 

[1] There was very substantial dis- 
pute as between the complainants and 
the respondent as to the 1948 results. 
The company produced figures based 
on eight months’ actual operations and 
four months estimated, which indicat- 
ed that it would show a profit and loss 
balance for the year of $192,805. 
These figures, extended pro forma for 
January and February, 1948, gave an 
adjusted net profit of $289,905. After 
deducting loss on merchandising and 
jobbing (Lowell Gas Light Co. v. De- 
partment of Public Utilities [1949] 
— Mass —, 78 PUR NS 506, 84 NE 
2d 811) this figure becomes $298,222, 
representing a return of 4.37 per cent 
on par and premium. Gross income 
on the same basis of $302,478 rep- 
resented a return of 4.99 per cent on 
net plant as of August 31, 1948. The 
order in D. P. U. 7919 was predicated 
upon estimates indicating a prospec- 
tive income balance for 1948 of $352,- 
090, some $60,000 in excess of the 
figure here given. As we then pointed 
out, such return would be 5.15 per 
cent of the capital account, that is, 
par plus premium, of the company. 
We believe we were correct then in 
saying that a net profit of $352,090 
was not unreasonable. A fortiori, we 
believe that a net return of $298,222 
is not unreasonable. 

[2] These estimates were viewed 
with skepticism by the complainants. 
Aside from operational problems, 
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which we will discuss later, the com- 
plainants asserted that the estimates 
were distorted and that the four 
last months would show a far larger 
profit than was estimated. At first 
glance, this criticism was not without 
some basis. But a more careful con- 
sideration shows that, giving weight 
to the effect of the lag in fuel charge 
adjustments and to seasonal variations 
in unaccounted-for gas, the estimates 
were not unreasonable or distorted. 
The expenses of a gas company do 
not follow a rhythmic, cyclical course, 
and it does not follow, as was argued 
by the complainants, that we can ar- 
rive at an estimate of income for the 
six cold months by multiplying the 
income for the six warm months by a 
factor determined from the relationship 
between revenue and send-out for the 
two periods. Because the send-out 


and revenue during the six cold months 
are higher does not mean that the net 
operating income will be higher in the 


same ratio. The gas sold in the cold 
months, in the first place, returns a 
lower average rate under the step- 
rate structure. Furthermore, a study 
of operating ratios as between various 
seasonal periods shows clearly the fal- 
lacy of this assumption. We believe 
the company’s estimates of both gross 
and net revenues for 1948 were rea- 
sonably accurate. 

Perhaps the best check upon this 
conclusion is that the annual return of 
the company for the year ending De- 
cember 31, 1948, available since the 
hearing, shows an actual net income of 
$195,619.43 for the year as compared 
with the estimated figure of $192,805 
hereinbefore alluded to. 


The complainants attacked the 
amount stated on the company’s books 
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for its plant and property account 


’ The plant investment account stood a 


of August 31, 1948, at $8,899,761, 
including unfinished construction oj 
$453,510. After deducting $2,386. 
569 depreciation reserve, representing 
29:1 per cent of depreciable property, 
the net plant then stood at $6,513,192 
This compared with a capital account 
as of the same date of $6,374,325 in 
stock, plus premiums of $450,237, 
surplus of $378,054, and $200,000 in 
short term notes,—an aggregate of 
$7,402,616. 

The complainants insist that we dis- 
allow certain items of capital invest- 
ment in considering whether the com- 
pany’s operating results show no more 
than a reasonable return. This we 
may do if any such investment is not 
in property used and useful in the busi- 
ness of manufacturing and distribut- 
ing gas, and the plant account must, 
in such event, be adjusted accordingly. 

[3] First, we are told that the in- 
vestment in certain land not presently 
used in the business should be deduct- 
ed. It appears from the testimony 
that the only substantial investment 
of this nature is in some land in Med- 
ford. This was purchased some years 
ago to provide for plant extension. 
There is nothing in the record to in- 
dicate that this purchase was not made 
in good faith. At the present time the 
company is holding it for sale, having 
decided to sell it around the first of 
1947. It is on its books at $91,970.22. 
It has been appraised at about $400, 
000. It is obvious that the company 
stands in a very good way to improve 
its balance sheet measurably by hold- 
ing the property temporarily pending 
sale, and that the ratepayers should 
benefit in the long run. However that 
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may be, since the land is not held for 
utility use, present or prospective, it 
must be ignored in computing the 
capital investment prudently made for 
that purpose. Re Blue Hill Street R. 
Co. P. S. C. 886, PUR 1915E 370; 
Re Lowell Gas Light Co. (1937) 
D. P. U. 5418, 22 PUR NS 138; Re 
Staten Island Edison Corp. (1945) 
60 PUR NS 385. 

Complainants further ask us to dis- 
allow an investment of $166,200 in 
Salem Terminal Corporation stock and 
notes. We believe there is very much 
to be said for this position. The only 
testimony offered at the hearing was 
that the company was about to divest 
itself of this investment. This amount 
has not been considered in our conclu- 
sion as to the rate base of the company. 
It may be observed that the question 
is now moot, however. The stock has 


been sold at par, the notes paid, and 
the proceeds invested in new capital 


construction. The item does not ap- 
pear on the balance sheet as of Decem- 
ber 31, 1948. 


[4] It is urged that an investment 
said to aggregate $188,559 in the ap- 
pliance business be deducted. The 
short answer is, that the items so 
criticized are carried as materials and 
supplies, are not carried in plant in- 
vestment account, and do not enter 
into our consideration in arriving at 
our decision as to the fair return to 
the company, except some proportion 
of $189,348.87 carried in General 
Equipment, Account G 150-155. Com- 
plainants attribute one-fourth of this 
last amount to investment in such fa- 
cilities for merchandising purposes. 
This arbitrary allocation finds no sup- 
port in the record. We are constrained 
to allow this account in toto. For fu- 
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ture guidance, however, we shall in- 
sist from now on that this account and 
all other pertinent operating and in- 
vestment accounts be segregated as 
between utility operations and mer- 
chandising operations in any rate 
investigation. See Lowell Gas Light 
Co. v. Department of Public Utilities, 
supra. 

[5] The question as to whether the 
plant account should be further mod- 
ified by exclusion of an aggregate of 
some $622,350, representing cost of 
plant used in manufacturing coal gas 
and in supplying the town of Wake- 
field and the Suburban Gas and Elec- 
tric Company, is bound up with larger 
questions of management policy that 
we will discuss later. For the present, 
it is enough to say that we find this 
investment to be a prudent investment 
in property used and useful in the com- 
pany’s business, and to be a proper 
charge to plant investment account. 

We find, therefore, that the Malden 
and Melrose Gas Light Company had, 
as of August 31, 1948, prudently in- 
vested in plant used and useful, includ- 
ing unfinished construction, most of 
which was completed by the year-end, 
the amount of $8,899,761. From this 
we deduct depreciation reserve of $2,- 
386,568 to arrive at a figure for net 
plant. Adding working capital of 
$350,000 as admitted by complainants 
establishes us a rate base of $6,863,- 
193 representing the amount prudent- 
ly invested by the company in property 
used and useful in its utility business. 
The adjusted profit before interest of 
$294,161 represents a return of only 
4.29 per cent on this amount. As later 
explained, we believe this last profit 
figure should be increased by $11,935, 
representing expense of land not used 
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for utility purposes plus loss on mer- 
chandising and jobbing, less interest 
received on the Salem Terminal in- 
vestment. As so modified, and without 
regard to additional taxes, the com- 
pany’s return of $306,096 would be 
only 4.46 per cent on such rate base. 
It will be seen, therefore, that whatever 
modification we are willing to accept 
of the company’s figures makes no ap- 
preciable difference in our previously 
expressed conclusions as to the reason- 
ableness of the company’s indicated re- 
turn upon its invested funds. 

The complainants have attacked the 
company’s figures of operating results 
in several directions, some of which 
are very strongly urged. We will 
take them up in order. 

First, as to the coal gas plant. It 
is urged that this plant is uneconom- 
ical; that the company is losing large 
amounts of money in its operation; 
that it should be abandoned, and that 
the company should be charged with 
the loss so incurred. 

We find the facts to be as follows: 
respondent’s gas plant is in three 
groups. It had, as of August 31, 1948, 
a coal gas plant with an aggregate 
producing capacity of 2,400 thousand 
cubic feet per day, three water gas 
sets having respective daily capacities 
of 5,000, 5,000, and 4,500 thousand 
cubic feet, and propane storage tanks 
capable of delivering 2,000 thousand 
cubic feet for a period of not more than 
four days. The coal gas plant uses the 
oldest process of any. It is very ex- 
pensive to start and stop, and must 
be kept in fairly uniform production 
in order to operate at all, let alone 
economically. To stop production in 
this plant and to start it again requires 
a period of six to eight weeks and 
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it costs about $35,000 to put it back 
in service. Water gas sets can be 
stopped and started reasonably prompt- 
ly and cheaply. Propane equipment 
can be turned on or off practically at 
will. The gas delivered to the con- 
sumer is a mixture of the gases pro- 
duced by these three types of appara- 
tus. 

In 1947, the company used its coal 
gas equipment to furnish its base load, 
producing from 45,000 to 63,000 
thousand cubic feet per month of this 
gas. The water gas sets produced 
from 117,000 to 208,000 thousand 
cubic feet monthly during the same 
time. Similar figures for January to 
August, 1948, show coal gas produc- 
tion of from 57,000 to 73,000 thousand 
cubic feet as contrasted with 112,000 
to 244,000 thousand cubic feet of water 
gas. Propane, first available in No- 
vember, 1947, was used for peak shav- 
ing purposes and ran from 354 to 
6,826 thousand cubic feet monthly. 

The net production cost (after de- 
ducting residual costs) of coal gas and 
water gas as shown by the exhibits at 
the hearing and by the annual reports 
of the company were as follows: 

Net Production Cost 
per M Cu. Ft. 

Water Mixed 


Gas Gas 


43.7¢  49.4¢ 
53.5¢  61.6¢ 
66.6¢ 73.2¢ 


Coal 
Gas 

60.2¢ 
85.0¢ 
89.2¢ 


A very sizeable difference in cost 
therefore appears on the face of the 


matter. However, it is extremely im- 
portant to keep in mind that, since the 
coke produced in the coal gas plant of 
the company is all consumed as gen- 
erator fuel in the water gas plant, the 
unit price of coke which is a credit in 
the production of coal gas becomes an 
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expense in the production of water 
gas. Since no coke is sold by the 
Malden Company, no market price is 
established and the company has more 
or less arbitrarily assigned a value to 
the coke for purposes of internal ac- 
counting. Therefore, while the value 
of the coke does not affect the holder 
cost of the gas sold, i.e., the mixed gas, 
it is a substantial factor in the relative 
cost of the two types produced, and 
the arbitrary value fixed by the com- 
pany, being substantially lower than 
the general market price, has raised 
the relative cost of coal gas. Con- 
versely, a high price for coke would 
lower the coal gas cost by producing 
a bigger residual credit and increase 
the cost of water gas by raising the 
cost of fuel. 

A very different picture appears, 
for example, from an analysis of 


production costs for the first eight 
months of 1948, which are as follows: 


Net Production Cost 
per M Cu. Ft. 
Coal Water Mixed 
Gas Gas 

$0.59 
0.64 
0.70 
0.67 
0.71 
0.69 
0.70 
0.71 


$0.67 


1948 
January 


August 
Total—8 Months .... 


It can be seen that the cost of coal 
gas has been closing in on the water 
gas cost and that the differential in 
August was only 5 cents per thou- 
sand cubic feet, while it was 56 cents 
in January. The primary reason for 
this was that the company had been 
gradually increasing the unit price of 
coke until in August it approximated 
the existing market price. It can be 
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seen that an increase in coke price to 
actual market value throughout the 
period would change the 22.6 cents 
per thousand cubic feet differential be- 
tween coal gas and water gas cost. If 
the production expense of water gas 
and coal gas respectively is recalculat- 
ed by increasing the price of coke to 
that which the company paid in its 
outside purchases, the production cost 
of water gas for the first eight months 
of 1948 becomes 68 cents per thousand 
cubic feet as compared with a similar 
figure of 79 cents for coal gas. This 
would mean a difference of $56,800 in 
net production costs as between the 
two processes. 

However, this $56,800 still does not 
represent an actual loss to the company 
through the operation of its coal gas 
plant because if the coal gas plant had 
not been in existence the cost of the 
water gas produced would have been 
higher. This is because some of the 
steam used in the water gas generators 
is produced by a waste heat boiler 
operated by the waste gases from the 
coal gas plant. The elimination of the 
coal gas plant would, of course, 
eliminate the heat supply to this boiler, 
and if there had been no coal gas plant, 
it would have been necessary to pro- 
duce this steam by other means. A 
witness for the company testified that 
the additional fuel costs required to 
generate the equivalent amount of 
steam now generated by the waste 
heat boiler would be about $40,000. 
What this would mean in dollars and 
cents to the company, however, is more 
problematical than this bare assertion, 
since there are other sources of waste 
heat available. Nevertheless, there is 
no doubt but that, even taking into 
account such other savings, a substan- 
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tial portion of this $40,000 additional 
cost would still remain. 

The company also presented evi- 
dence at the hearing that the elimina- 
tion of the coal gas plant would elim- 
inate the source of supply of coke 
breeze, so-called, which is used for 
underfiring the boilers in the water gas 
plant. This coke breeze is charged to 
the water gas operation at about $5 
per ton, and the company could not 
purchase a sufficient quantity of this 
fuel at this price to replace the breeze 
produced. In that event, the company 
would be required to purchase a sub- 
stitute fuel, possibly either steam, coal, 
or oil. -The company witness figured 
a substitute fuel at $9 per ton or $4 
per ton above the present price of 
breeze. Since 11,000 tons of breeze 
were consumed, the additional expense 
would be about $44,000. 

All of the foregoing calculations are 
based upon present prices, which we 
doubt are indicative of the future long- 
term trend. Also, drop in the price 
of coal not followed by a commen- 
surate decrease in the price of oil could 
easily make production at the coal gas 
plant cheaper than at the water gas 
plant. A decision to abandon the coal 
gas plant should be based on a study 
of the future probable prices of both 
coal and oil. A comparison must also 
be made between the operation of the 
present mixed gas plant and the opera- 
tion of a proposed 100 per cent water 
gas plant, rather than upon an adjust- 
ment of the company’s present opera- 
tion which include many allocations of 
expense based upon the quantity of 
each gas produced. 

It is true that coal gas operations 
are being replaced generally in other 
gas companies. This, however, is ap- 
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parently due to other considerations 
not germane to the present issues, and 
which are exclusively within the do- 
main of managerial functions. So long 
as it is not proved, as we believe it is 
not in this record, that this managerial 
discretion has been exercised blindly, 
wastefully, or with a real disregard for 
the public welfare, we do not believe 
we are called on or, indeed, have the 
power to interfere. 

On the evidence, we do not find that 
the company was not or is not justified 
in retaining its coal gas plant from a 
cost standpoint. We find that the ac- 
tions of the management in continuing 
to operate the coal gas plant were not 
indefensible or against the public in- 
terest, and that such operation was 
not inefficient or uneconomical. 

The complainants devoted much 
time at the hearing and in argument 
in an effort to prove that the company 
had ample capacity to serve its cus- 
tomers without using the coal gas 
plant. This argument was further con- 
sidered pertinent in attacking the Sub- 
urban Gas contract, which we will 
discuss further later on, since the can- 
cellation of this contract would give 
further capacity, which would further 
warrant abandonment of the coal gas 
plant. From this complainants argue 
that the allegedly high cost of coal 
gas should be used in determining 
whether this contract is fair to the 
Malden Company. 

Since we are not convinced that the 
company would save money by sub- 
stituting water gas for coal gas pro- 
duction, the great bulk of the argument 
of the complainants as to capacity be- 
comes irrelevant. The company has 
adequate capacity, of one type or an- 
other, to meet the demands made upon 
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it. And, as we view the evidence, it 
does not make any material difference 
whether that capacity is partly coal 
gas or wholly water gas. Nor does it 
make any difference whether or not 
the excess capacity over the water gas 
capacity is necessitated by the com- 
pany’s contracts with its co-subsidiary, 
Suburban Gas and Electric Company, 
and the town of Wakefield. 


[6] Complainants have attacked 
the Suburban Gas and Electric con- 
tract generally as improvident and 
have asked that the loss alleged by 
them to have been incurred in this con- 
nection be added to net revenues. 
Suburban Gas is a subsidiary of New 
England Electric System, a registered 
holding company, as is the Malden 
Company. The two companies have 
many common executive officers. Sub- 
urban operates in the city of Revere, 


adjacent to the Malden Company’s 


territory. Suburban has no gas pro- 
duction plant, but buys all of its gas 
from Malden at Rate Q2, which is a 
part of the filed tariff, and distributes 
it to its own customers. It may be 
noted that the near-by town of Wake- 
field also buys its supply for distribu- 
tion through a municipally owned 
system at rates identical with those 
charged to Suburban, which removes 
at least some of the invidious implica- 
tions drawn from the common stock 
control of Malden and Suburban. We 
do not agree that there is any signifi- 
cance to be attached to the fact that 
Wakefield buys from the Malden Com- 
pany at wholesale rates and is able to 
resell to its retail customers at a slight- 
ly lower price than the Malden Com- 
pany charges. 

From our point of view, it is just 
as important that the people of Revere 
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and Wakefield obtain gas at a fair 
price as it is that the people of Malden 
and Melrose be fairly treated. We 
have recently approved increased 
rates in Revere because of the increased 
Q2 rate (D. P. U. 8042). Of course, 
Suburban cannot be permitted to pur- 
chase gas at the expense of the cus- 
tomers of the Malden Company. On 
the other hand, the people of Revere 
are entitled to our protection against 
exorbitant prices for gas sold by Mal- 
den to Suburban. The very large 
volume of gas sold under the Q2 rates 
and the relatively small distribution 
costs involved justify a rate to these 
consumers different from those offered 
to other consumers having. different 
use characteristics. Lest we be ac- 
cused of inconsistency, we also find 
that the use characteristics of space- 
heating customers as disclosed in this 
record do not vary sufficiently from 
that of the other customers to warrant 
us in compelling the company to insti- 
tute special rates for these consumers. 

Complainants introduced an exhibit 
which purported to show that the 
Malden Company was furnishing gas 
under its Q2 rates at a price less than 
the cost of production. Of course, the 
validity of such evidence is to a large 
extent dependent upon what figure is 
used as representing the cost of pro- 
duction. It is obviously improper to 
use the over-all figure including the 
heavy distribution costs attendant 
upon a general distributing system. 
Such figure must be greatly modified 
when dealing with a single very large 
customer served direct by a single 
trunk main. The company introduced 
evidence prorating expenses attribut- 
able to Suburban and claims that this 
particular service, on the basis of such 
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figures, showed a fair profit. The 
segregation in the company’s figures 
of investment and expense seems to us 
to be reasonable, and we are not con- 
vinced that, possibly aside from the 
so-called “holder credit,’ complain- 
ants’ criticism is warranted. 

The holder credit, in the amount of 
$34,829, for 1947, is due to the fact 
that Suburban has a gas holder of 
sufficient capacity to take almost 
twenty-four hours’ supply. The Mal- 
den Company does not have holders 
sufficient to handle more than the 
balance of its customers. A holder is 
a very expensive item, particularly 
under present-day costs. The presence 
of the Suburban holder makes it pos- 
sible for Malden to supply gas to this 
customer in considerable part at least 
as an off-peak service, equalizing its 
load and considerably lowering its 
over-all unit costs. In return for this 
arrangement, Malden gives Suburban 
a credit equal, basically, to an 8 per 
cent discount on the Q2 rates. In the 
light of the fact that service to Subur- 
ban does not contribute to the peak 
demand on the Malden plant and is in 
effect an off-peak service as the result 
of the use of the Revere holder, we do 
not believe this credit is improper. We 
conclude that the company has sus- 
tained the burden cast upon it by G. 
L. (Ter., Ed.), Chap 164, § 94C of 
proving that service on the Q2 rate 
to Suburban is rendered above cost 
and on a reasonable basis. A fortiori, 
the same conclusion is reached as to 
service to the town of Wakefield. 

[7] Complainants further ask us to 
order revision of the company’s de- 
preciation practice. At the present 
time, the company charges $160,000 
yearly to depreciation under a Depart- 


ment order dated February 9, 1933 
(D. P. U. 4551). Its accrued de- 
preciation was, as we have noted, 
equivalent on August 31, 1948, to 29.1 
per cent of its depreciable property, 
While this reserve is no longer too 
scanty, as we found in 1933, at the 
same time we cannot say that it is too 
large. And as the result of the greatly 
increased and increasing investment of 
the company in new plant, the percent- 
age of the annual accrual to total plant 
is diminishing. The company’s pro- 
gram for gross new plant aggregated 
$764,000 for 1948, $560,000 for 1949, 
and $672,000 for 1950. The 1947 an- 
nual return showed a net increase in 
its plant investment account of $569,- 
814.26 not including general equip- 
ment, and the 1948 return shows a 
further net increase of $548,834.29. 
As of December 31, 1948, its plant 
account stood at $8,710,058.59. The 
annual charge to reserve which was 
ample in 1933, it may be seen, may 
be and probably is no more than 
enough at present. The present an- 
nual appropriation of about 1.8 per cent 
of gross plant is not out of line with 
the amounts set aside by other com- 
parable companies in this state. We 
find no reason for interfering with the 
company’s decision not to apply at 
present for a modification of our order 
in D. P. U. 4551. 


Complainants urge that the expense 
to the company of $5,132.40 in 1947, 
and estimated at $6,264 for 1948 of 
its investment in land, which we have 
previously alluded to, be disallowed. 
For the reasons we have already given, 
this request should be granted and the 
figures we use for net earnings will 
be modified accordingly. 

Complainants further urge that the 
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loss on merchandising and jobbing 
activities be excluded from our com- 
putations. This is also a reasonable 
suggestion, and the company’s posi- 
tion has been analyzed without includ- 
ing this item. 

Some criticism was made of the 
company’s annual expense for pension 
accruals. Complainants suggest that 
the increase from $22,346 in 1941 to 
$96,919 in 1947 in this account should 
be considered with real scrutiny and 
that one-half of these expenses should 
be charged to the stockholders. There 
is no evidence at all that the pension 
system is of benefit to the investors as 
distinct from the company. There is 
no evidence that the modifications 
causing this large increase were in 
any way arbitrary or wasteful. They 
resulted from the application of a more 
liberal and fundamentally more sound 
treatment of a most desirable indus- 
trial function. We find no reason to 
disallow any portion of this expense in 
computing the earnings of the com- 
pany. 

The complainants argue that the 
rates permitted to become effective in 
D. P. U. 7919 are unreasonable and 
unbearably burdensome, and for that 
reason they should be revised or at 
least that some of the increases to cer- 
tain classes of users should be modified. 

The evidence as to the effect of the 
increased rates was voluminous and 
detailed, and it does not seem neces- 
sary to go exhaustively into it here. 
Briefly, as we explained in our find- 
ings in connection with D. P. U. 7919, 
as far as domestic rates are concerned, 
the company consolidated its thereto- 
fore existing three schedules into one 
schedule K and established a uniform 
fuel clause. The previous rates K and 


139 


MELROSE GAS LIGHT CO. 


L had no applicable fuel clause, and 
the previous house-heating rate P had 
one effective only for uses in excess 
of 7,000 cubic feet per month. When 
the new fuel clause was established it 
was based on the high fuel costs of the 
prior November, December, and Jan- 
uary, and amounted to 15.2 cents per 
thousand cubic feet, a level, incidental- 
ly, which it has never since attained. 
Furthermore, the house-heating cus- 
tomers had just gone through two 
abnormally severe winter months. 
Consequently, what with a high use, a 
new fuel clause and an increase in base 
rates, some violent public reaction was 
experienced. 

An analysis, however, of the billing 
charges at various times does not 
show very much reasonable ground 
for complaint, with one exception. A 
comparison of monthly bills using 
September, 1948, fuel charge levels is 
as follows (p. 140): 


A further breakdown of the follow- 
ing table for usage between 5,000 
and 14,000 cubic feet shows that cus- 
tomers using this particular quantity of 
gas were affected by the changed rates 


more seriously than other users. The 
percentage relationship which the 
present rates bear to the old rates rises 
rapidly in this area to a peak of 38.4 
per cent at 10,000 feet and then sub- 
sides again. tI appears that this bump 
or bulge in the new rate structure most 
seriously affects the house-heating 
customers. For domestic use, other 
than house-heating, 96.48 per cent of 
the company’s customers used less than 
6,000 cubic feet monthly, and 89.99 
per cent used less than 4,000. Conse- 
quently, for all except the unusual ordi- 
nary domestic customer, it appears that 
the new rates are fairly uniform in 
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Consumption 


Consumption 
Per Month 


application and we find that the in- 
crease affecting them was not inordi- 


nate. However, it appears that, dur- 
ing the cold weather about 10 per cent, 
and during the warm weather about 
40 per cent of the space-heating cus- 
tomers fall within this particular 
bracket of use. We believe they are 
entitled to some relief. 

[8, 9] It is most strenuously urged 
by the complainants that we should 
order the company to reinstate a so- 
called “promotional” rate for space- 
heating customers, and thus correct 
this situation. 

Prior to the effective date of the 
present rates, the company offered a 
special rate for space heating, under a 
so-called Schedule P. That this rate 
in and of itself was not particularly 
conducive to new business is demon- 
strated by the fact that, at the end of 
1940, there were 379 customers under 
this rate and that, in 1945, there were 
only 731 such customers, an average 
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Domestic 
K 
MDPU % 
No. 23 Increase Increase 


$1.56 $0.45 40.5% 
0.54 31.6 


2.25 ' ' 
3.63 0.72 24.7 
5.01 0.95 23.4 


Optional Domestic 


K 
MDPU % 
No. 23 Increase Increase 
$5.01 $0.93 22.8% 
6.20 1.32 0 
7.38 1.70 
8.56 2.08 
9.75 2.47 
K 


MDPU 
No. 23 
$9.75 
13.30 
21.63 
29.96 
38.29 
46.62 


Increase 


33.9% 
38.4 
24.6 
19.3 
16.5 
14.8 


Increase 


40.61 6.01 
annual increase of less than 100 cus- 
tomers. However, the prices of com- 
petitive fuels were released from 
government controls in 1946, and, as 
will be well remembered, immediately 
commenced to rise. The Malden Com- 
pany saw, or thought it saw, an op- 
portunity to increase its business and 
apparently immediately commenced 
active sales efforts to increase use un- 
der this schedule. Aided by further 
continual rises in the prices of coal 
and oil, there was considerable cus- 
tomer demand for the service and the 
company was remarkably successful 
in this endeavor. At the end of 1946 
it had 1,102 customers on this rate 
and at the end of 1947, at about the 
time when the present rates were put 
in effect, it had 2,169 such customers. 
In 1941, these customers used 10 per 
cent of the total gas output and, in 
1947, 20.1 per cent thereof. 

That these customers have made an 
appreciable investment in apparatus on 
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the basis of the then existing fuel prices 
is, perhaps, unfortunate. However, 
anyone who buys any utilization equip- 
ment of any kind does so under the 
same hazard. All purchasers of gas 
or electricity make investments on 
their premises of this nature. And a 
householder who bought an oil furnace 
when that fuel was selling at 6 cents 
a gallon does not relish paying 13 cents 
a gallon a few years later. If, as com- 
plainants urge, these consumers were 
led into this individual investment by 
the company’s representations as to the 
relative cheapness of gas as a fuel, our 
conclusions remain unchanged. There 
is, in Our opinion, no estoppel, if this 
be one, which can apply against a pub- 
lic utility on the basis of its rates. By 
statute, such rates are established from 
time to time subject to our approval. 
We have jurisdiction to change them 
ourselves at any time after investiga- 
tion. No one can ever be sure that 
his rates will remain constant, and the 
utility itself has not power to contract 
for more than a limited period for such 
service. See GL (Ter Ed) Chap 164, 
$§ 94 and 94A. There is some con- 
flict in other jurisdictions as to the 
validity of complainants’ argument in 
this regard. See, for example, Re San 
Diego & S. E. R. Co. (Cal) PUR 
1916C 1; New Haven v. Connecticut 
Co. (Conn) PUR 1920D 17; Re 
Truckee River Power Co. (Nev) 
PUR1927C 692. And this Depart- 
ment has given some attention to 
similar situations in the past. Re 
Boston & W. Street R. Co. (Mass) 
PURI1917F 833; Consumers v. Edi- 
son Electric Illum. Co. (Mass) PUR 
1926A 525. However, we believe that 
the weight of sound policy is against 
the complainants and that we should 
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not hesitate to permit such a change in 
rates after a full hearing and after we 
are convinced that the proposed change 
is reasonable. Re New York Edison 
Co. (NY 1935) 11 PUR NS 109. 

Under the present rates, space-heat- 
ing customers are on the same basis as 
other customers. The average use of 
nonspace-heating customers in January 
is 2,040 cubic feet ; in July, it is 2,100 
cubic feet. The average use of the 
space-heating customers in January is 
41,800 cubic feet; in July it is 5,750 
cubic feet. In a block type of rate, 
the higher the use, of course, the lower 
the unit price. This seems to us to be 
a “promotional” rate structure, if we 
define such a rate as one which is de- 
signed to encourage sale of service, 
and it serves the purpose of avoiding 
serious questions of discrimination as 
between customers. For, as has been 
noted before in other places, it is dif- 
ficult for a layman, or for a regulatory 
body, to understand why a domestic 
space-heating customer using 5,750 
feet of gas in July should pay more or 
less for the same privilege than would 
a householder not possessing the same 
equipment, but using the same quantity 
of gas. 

As we see it, it is not necessary to 
institute what complainants mean by a 
“promotional” rate for space heating 
in order to remedy the inequities we 
have referred to. Since the present 
domestic rate K is an all-purpose rate, 
it should, in our opinion, follow a 
smoother curve of cost in relation to 
consumption, so that the incremental 
cost per cubic foot will be gradually 
reduced. This adjustment can be af- 
fected by shortening and increasing 
the number of blocks in the rate. It 
seems to us that the following rate 
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schedule under rate K would accom- 
plish what we have in mind: 


Rate Adjustment A—Domestic Rate K 


$1.00 for the first 100 cubic feet 
13.5¢ per C cu. ft. for the next 2,900 cubic feet 
11.0¢ per C cu. ft. for the next 4,000 cubic feet 
10.0¢ per C cu. ft. for the next 3,000 cubic feet 
9.5¢ per C cu. ft. for the next 5,000 cubic feet 
8¢ per C cu. ft. for all gas in excess of 15,000 
cubic feet 


A rough calculation indicates that 
the adoption of this rate would reduce 


Consumption 
Per 
Customer 


Per Month 


Rate P 


At a consumption level of 10,000 
cubic feet per month, the present rate 
K is 38.4 per cent higher than the 
former rate P. The adjustment re- 
duces this increase to 31.6 per cent. 
Expressed in amount, the adjustment 
reduces the bill of the customer using 
10,000 cubic feet of gas by 66 cents per 
month. A small amount of this reduc- 
tion is passed on to the customer with 
consumption in excess of 15,000 cubic 
feet per month above which point the 
customer’s bill would be increased 
about ten cents per month. In our 
opinion, the adjustment would rep- 
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the revenue of the company about 
$10,000 per annum. 

The schedule below shows the aver- 
age monthly bill (including a fuel 
charge of 3.3 mills per hundred cubic 
feet) under the former rate P, the 
present rate K and the adjustment of 
the present rate K. The table also 
shows the per cent increase at each 
consumption level of the present rate 
K and the adjustment over the former 
rate P. 


Rate K 
MDPU 
# 23 
$2.25 

3.63 
5.01 
6.20 
7.38 
8.56 
9.75 
10.93 
12.11 
13.30 
14.13 
14.96 
15.79 
16.63 
17.46 
21.63 
25.79 
29.96 
38.29 
46.62 


% Increase over P 
Rate K 4 
Adjusted K 


$2.25 19.7 
3.63 21.8 
22.8 

27.0 

29.9 

32.1 

33.9 

35.6 

37.2 

38.4 

36.1 

34.2 

32.3 

30.8 

29.5 

24.6 

21.5 

19.3 

16.6 

14.8 


_K 
Adjusted 


19.7 
21.8 
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resent a better domestic all-purpose 
rate since it affords better treatment 
of customers using from 4,000 to 14,- 
000 cubic feet per month. The reduc- 
tion in revenue to the company is not, 
in our opinion, sufficiently high to be 
burdensome. 

The complainants have advanced a 
number of further arguments in their 
brief which culminate in the conclu- 
sion that the company was, as a matter 
of fact, realizing an exorbitant profit 
even on its previous rates. We believe 
we have considered herein most of 
the evidentiary conclusions underlying 
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this argument. Of such of them as 
we have not specifically discussed, it 
is enough to say that we find no basis 
for them in the evidence. 

We find that the existing rates are 
fair and reasonable except as other- 
wise ordered herein, and specifically 
affirm the balance of the findings made 
in our prior order, D.P.U. 7919. 

Both the complainants and the com- 
pany filed requests for rulings, having 
waived the 10-day limitation of § 5 of 
Chap. 25, General Laws (Ter. Ed.). 
We grant complainants’ requests num- 
bered 1, 2, 3, 4, 5, 7, 8, 9, 10, 15, 16, 
17, 18, 19, 20, 37, and 40. We deny 
their requests numbered 6, 11, 12, 13, 
14, 21, 22, 23, 24, 25, 26, 27, 28, 29, 
30, 31, 32, 33, 34, 35, 36, 38, 39, 41, 
42, 43, 44, 45, 46, and 47. We grant 
the company’s requests numbered 3, 4, 
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5, 6, 7, 8, 9, 10, 11, 12, 13, 15, and 16. 
We deny its requests numbered 1, 2, 
and 14. 
After notice, public hearings, inves- 
tigation, and consideration, it is 
Ordered: That Malden and Mel- 
rose Gas Light Company file, to be 
effective May 1, 1949, a new Domestic 
Rate K as follows: 
$1.00 for the first 100 cubic feet 
13.5¢ per C cu. ft. for the next 2,900 cubic feet 
11.0¢ per C cu. ft. for the next 4,000 cubic feet 
10.0¢ per C cu. ft. for the next 3,000 cubic feet 
9.5¢ per C cu. ft. for the next 5,000 cubic feet 


8¢ per C cu. ft. for all gas in excess of 15,000 
cubic feet 


And it is 

Further ordered: That the various 
complaints filed with the Department 
in D.P.U. 8144 be dismissed and that 


the investigation be closed. 
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Telelarm Corporation 


The Pacific Telephone & Telegraph 
Company et al. 


Decision No. 42813, Case No. 4982 
April 26, 1949 


" Daou xs against telephone companies petitioning for order 


requiring them to permit the use of telephone service for 
fire emergency calls by a mechanical device and to determine in- 
stallation fees; dismissed without prejudice. 


Service, § 441 — Telephone — Attachments to instruments. 
1. Paramount in the consideration of a petition asking that a telephone com- 
pany be required to permit attachments of automatic fire alarm devices to 
subscribers’ telephone facilities are the factors of dependability and relia- 
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bility of operation, for it would not be in the public interest to allow the 
promiscuous attachment of mechanical devices on the individual subscriber’s 
instruments throughout the statewide telephone system if such might be- 
come a hazard to the proper working of the highly sensitive, technically 
operated, and complicated system ; nor would it be in the public interest for 
the Commission to order the filing of a tariff to provide for the installation 
of such a device if it appeared unworkable, p. 145. 


Service, § 441 — Telephone — Attachments to instruments — Automatic fire 
alarm device. 

2. A telephone company should not be required to permit the attachment 

of an automatic fire alarm device to subscribers’ telephone facilities in build- 

ings and homes when the evidence indicates that the proposed attachment is 

unworkable from an engineering standpoint, that it might interfere with the 

normal function of the telephone system at large, and that the attachment 

does not comply with recommendations of the National Board of Fire Un- 
derwriters, p. 145. 


¥ 


Commission: Telelarm private homes, and, in fact, in all types 


By the 


Corporation, a California Corporation, 
filed the above complaint, November 
5, 1948, asking the Commission to re- 
quire The Pacific Telephone and Tele- 
graph Company, California Water & 
Telephone Company, and Associated 
Telephone Company, Ltd., each a pub- 


lic utility telephone company doing 
business in the state of California, to 
permit the use of telephone service for 
fire emergency calls by a mechanical 
device and to determine installation 
fees. 

Public hearings were held before 
Commissioner Huls and Examiner 
Warner at Los Angeles, on March 3 
and 4, 1949. 

Complainant has developed an auto- 
matic fire alarm system which it de- 
sires to manufacture and install in se- 
lected communities and sell to the gen- 
eral public in California. The instru- 
ment requires the use of the general 
service telephone facilities of the de- 
fendants for its operation, which it 
briefly outlined as follows: Thermo 
detectors are installed in ceilings and 
other strategic locations in office build- 
ings, stores, garages, warehouses, 
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of buildings subject to fire hazard. 
When a specific temperature is reached, 
a low-voltage open circuit is closed by 
the reaction of the thermo detectors 
which starts a mechanical device that 
makes a connection to a telephone 
line, dials a number, plays a recording 
which reports the location of the fire, 
breaks the connection and redials and 
repeats the recording and continues 
this operation for four minutes. The 
telephone number dialed is a central 
station agency, operated by complain- 
ant, which notifies the nearest fire- 
fighting agency. Telephone circuits 
are the usual exchange and toll, gen- 
eral subscriber circuits maintained for 
2-way conversations. 

Advantages of the possible use of 
such a device, if determined to be prac- 
ticable, are obvious. Night fire-watch- 
ing service for downtown structures, 
mountain, beach, desert, and ranch 
home property, frequently uninhabited, 
could be under fire surveillance, and 
more prompt reporting of fires in oc- 
cupied and inhabited buildings and 
homes in cities and communities would 
result, also. This might affect insur- 
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ance rates favorably, and would be al- 
together worth while if it could be de- 
pended upon to work, and if the price 
for the service were attractive. 

[1] Paramount in the consideration 
of this matter by the Commission have 
been the factors of dependability and 
reliability of operation, for it would not 
be in the public interest to allow the 
promiscuous attachment of mechanical 
devices on the individual subscriber’s 
instruments throughout the statewide 
telephone system, if such might become 
a hazard to the proper working of that 
highly sensitive, technically operated, 
and complicated system, nor would it 
be in the public interest for this Com- 
mission to order the filing of a tariff 
to provide for the installation of such 
a device if it appeared unworkable. 

[2] Unfortunately, the evidence 
indicates that the attachment is un- 
workable, in fact. The following rea- 
sons were adduced by an experienced 
telephone engineer. 

1. The Telelarm does not determine 
if the line with which it is associated 
is free or in use. 

2. It does not wait for the dial tone. 

3. It does not wait for a clear path 
through the central office equipment. 

4. It does not distinguish as to 
whether the called number is free and 
therefore ready to receive the call, and, 

5. If the called line is free, it does 
not wait until the line is answered 
before starting the message. 

If any of these possible delays are 
encountered, the predetermined se- 
quence operation of the Telelarm might 
be wholly inadequate, a recorded mes- 
sage might never be received, and a 
fire might not be reported. 


A false sense of security would be 
created in the mind of the subscriber 


[10] 
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to the proposed Telelarm service, there- 
fore, and the primary purpose of the 
instrument would be ineffectual. 

The operations of the Telelarm also 
might interfere with the normal func- 
tion of the telephone system at large. 
If a subscriber to the Telelarm service 
should discover the fire himself and 
attempt to dial the fire department or 
some other agency about the same time 
the Telelarm device commences to op- 
erate, the two sets of dial pulses would 
be in conflict and no signals would be 
sent to the fire department or other 
agency by either the Telelarm or the 
subscriber. Furthermore, should there 
be an incoming call to a Telelarm sub- 
scriber, the proper functioning of the 
Telelarm would be interfered with and 
not only might be the incoming tele- 
phone call not be completed, but no 
signal would be sent from the Tele- 
larm device to the central bureau for 
the fire reporting purpose. Finally in 
attempting to place its call to the cen- 
tral bureau where the Telelarm calls 
are intended to be received, if some de- 
fect or faulty operation were present in 
the device, it is possible that the tele- 
phone line in the central bureau might 
not be available for other purposes 
for an extended period. 


Other valid engineering objections 
were testified to by witnesses for the 
defendants and evidence was presented 
indicating that although the National 
Board of Fire Underwriters had not 
approved the Telelarm, it had not dis- 
approved it either, except that its 
published regulations indicate a pref- 
erence for the use of closed circuits 
which signal an alarm when open, and 
the use of circuits over which only 
alarms of fire or alarms indicating the 
operation of fire-protection equipment 
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are transmitted. The Telelarm does 
not comply with these recommenda- 
tions. 

Accordingly, we conclude that the 
use of the Telelarm as proposed is 
not practicable. If the complainant 
can overcome the technical deficiencies 
noted herein, he may come before the 
Commission again for its further con- 
sideration of this matter. The ques- 
tion of whether the complainant is or 
is not a public utility, in view of the 
order herein, will not be passed upon 
now. 


ORDER 


Complaint as above having been 
filed with the Public Utilities Commis- 
sion of the state of California, a public 
hearing having been held thereon, the 
matter having been duly submitted, 
and the Commission now being fully 
advised in the premises, and basing 
its order upon the record and the find- 
ings of fact contained in the opinion 
which precedes this order, now, there- 
fore, 

It is hereby ordered that complain- 
ant’s petition is denied without preju- 
dice, and this complaint is dismissed. 





FEDERAL POWER COMMISSION 


Re Arkansas-Missour1 Power Company 


et al. 


Docket No. E-6185 


Re Arkansas Power & Light Company 


et al. 


Docket No. E-6195 
Opinion No. 176 
March 4, 1949 


PPLICATION for approval of lease of electric generating sta- 
l \ tions to be constructed and, alternatively, for denial of ap- 
plication for want of jurisdiction; lease approved conditionally. 


Interstate commerce, § 34.1 — Public utility under Federal Power Act — Owner 


of leased generating plant. 


1. A company which constructs a generating station and leases the station 
to a power company, but which does not generate or sell power and does 
not own any distribution or transmission facilities, does not own or operate 
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facilities subject to the jurisdiction of the Federal Power Commission and 
is not a “public utility” under the Federal Power Act, p. 149. 


Interstate commerce, § 34.1 — Public utility under Federal Power Act — Inter- 
state electric transmission. 
2. A company which owns facilities for the transmission and sale at whole- 
sale of electric energy which is transmitted between different states and 
consumed at points outside the state in which it is generated is a “public 
utility” within the meaning of that term as used in § 203 of the Federal 
Power Act, 16 USCA § 824b, p. 151. 


Leases, § 2.1 — Necessity of authorization — Federal Power Act. 
3. A proposed lease of facilities which will directly or indirectly merge or 
consolidate the facilities of a company subject to the jurisdiction of the 
Federal Power Commission with the electric facilities of a company owning 
the facilities (not itself subject to regulation) requires prior authorization 
of the Federal Power Commission under § 203 of the Federal Power Act, 
16 USCA § 824b, p. 151. 


Security issues, § 99 — High debt ratio — Tax saving. 
4. An all-debt capital structure, although producing savings in Federal in- 
come taxes and in the over-all cost of money required for the construction 
of a generating plant, violates an important standard of sound public utility 
financing, p. 151 


Leases, § 3 — Conditional approval — Objectionable financing — Emergency. 


5. A proposed lease of a generating plant, to be constructed under a plan 
for construction by one company (created for that purpose) and to be oper- 
ated under lease by a power company, was approved conditionally, not- 
withstanding objections to financing arrangements, as a temporary solution 
because of the company’s complete reliance on the proposed plan, resulting 
in a condition which could be immediately relieved only by consummation 
of the plan in some form, p. 152. 


Leases, § 1 — Conditions of approval — Financing plan. 

6. Conditional approval of a lease of a generating plant, as a temporary 
solution to allow a power company sufficient time to complete a long-range 
program of financing on a sound basis, where the proposed plan of financing 
involved an objectionable debt ratio, was made subject to the condition that 
the power company, in distributing stock of the company building the plant, 
should retain the right to acquire the stock at the paid-in amount, that with- 
in three years it should reacquire the stock at the paid-in amount and should 
retain such stock until it acquired the assets by purchase or corporate merger 
or consolidation, and that it should distribute the stock only upon terms and 
conditions which would assure that any transferee of such stock should be 
apprised of the conditions of the approval order, p. 152. 


(Draper, Commissioner, concurs in part.) 


* 


By the Commission: Arkansas- Francis), a corporation organized un- 
Missouri Power Company (Ark-Mo), der the laws of the state of Missouri, 
a corporation organized under the laws filed a joint application on January 17, 
of the state of Arkansas, and St. Fran- 1949, and on January 24 and Febru- 
cis Electric Generating Company (St. ary 2, 1949, amendments and supple- 
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ments thereto, pursuant to § 203 of the 
Federal Power Act, 16 USCA § 824 b, 
for approval of a lease to Ark-Mo by 
St. Francis of a 30,000-kilowatt steam 
electric generating station to be con- 
structed at Campbell, Missouri, by St. 
Francis, and alternatively, for a de- 
nial of the application for want of ju- 
risdiction. 

On January 26, 1949, Arkansas 
Power & Light Company filed a pro- 
posed Service Schedule B, as amend- 
ed, together with a proposed form of 
agreement with St. Francis and Ark- 
Mo (3-party contract) for sale and 
interchange of electric energy, tenta- 
tively designated as Supplement No. 1 
to Arkansas Power & Light Company 
Rate Schedule FPC No. 13. On Jan- 
uary 27, 1949, Ark-Mo filed a con- 
currence therein, tentatively designated 
as Arkansas-Missouri Power Compa- 
ny Rate Schedule FPC No. 10. The 
parties request that the filings take 
effect as of October 31, 1948. 


The proposed rate schedule is filed 
in contemplation of the taking effect 
of the lease referred to above (Docket 
No. E-6185), and the application for 
approval of the lease is filed in con- 
templation of the taking effect of the 
rate schedule (Docket No. E-6195). 


Written notice has been duly given 
to the Public Service Commission of 
Missouri and the Arkansas Public 
Service Commission, and to the gov- 
ernor of each of those states. Notice 
was also published in the Federal Reg- 
ister in Volume 14, at page 326, on 
the 25th day of January, 1949, stating 
that any person desiring to be heard or 
to make any protest with reference to 
the application, should file a petition 
or protest on or before the Ist day of 
February, 1949. No protest or peti- 


tion or request to be heard in opposi- 
tion to the granting of such applica- 
tion has been received. 

By orders dated November 4, and 
October 21, 1948, the Arkansas Public 
Service Commission and the Public 
Service Commission of Missouri, re- 
spectively, have approved the lease. 

On February 17, 1949, the Com- 
mission issued an order setting a hear- 
ing on the application in Docket No. 
E-6185 and on the rate schedule in 
Docket No. E-6195, to commence on 
March 23, 1949, and consolidated the 
proceedings for such hearing. On 
February 25, 1949, pursuant to a re- 
quest by Ark-Mo, representatives of 
Ark-Mo, St. Francis, Arkansas Power 
& Light Company, and certain credi- 
tors of Ark-Mo, conferred with the 
Commission and members of its staff. 
At the conclusion of the conference 
Ark-Mo filed a supplement to its appli- 
cation. 

Due to rapidly expanding power re- 
quirements in the area, Ark-Mo is in 
need of additional generating facili- 
ties which it estimated would cost be- 
tween $5,120,000 and $5,500,000 and 
which the furnishing of adequate serv- 
ice to the public requires be completed 
without undue delay. 

In anticipation of this need, and 
in contemplation of perfecting a plan 
of financing, Ark-Mo in the spring of 
1948 began construction of a new gen- 
erating plant at Campbell, Missouri. 
Subsequently in determining the meth- 
od of financing the construction of the 
new generating plant, Ark-Mo consid- 
ered the following two plans: 

1. Ark-Mo to construct and to fi- 
nance a generating plant and to issue 
sufficient bonds and stock to raise the 
necessary capital. 
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2. The so-called “St. Francis Plan,” 
proposed by Mr. Willis H. Holmes, 
Little Rock, Arkansas, whereby Ark- 
Mo would operate the generating plant 
under lease from another corporation 
organized to take over the partially 
constructed plant, complete its con- 
struction and lease it to Ark-Mo. 

Ark-Mo adopted the “St. Francis 
Plan” some time in May, 1948. Pur- 
suant to that plan a separate corpo- 
ration, St. Francis, was organized. It 
proposed to obtain funds through the 
issuance of 30-year 4 per cent first 
mortgage bonds, in the principal 
amount of $4,750,000, to be sold di- 
rectly to Massachusetts Mutual Life 
Insurance Company and Connecticut 
Mutual Life Insurance Company; 4 
per cent income notes, in the amount 
of $750,000, due within fifteen years, 
and secured by second mortgage, to be 
issued to Texas Eastern Transmission 


Corporation; and 10,000 shares of 
common stock in the stated amount 
of $10,000 to Willis H. Holmes and 
J. M. Davis, Jr., also of Little Rock, 


Arkansas. All of the common stock 
was to be pledged with the trustee 
under the second mortgage. The in- 
denture securing the first mortgage 
bonds provides that St. Francis will 
not, on or prior to June 30, 1955, 
declare or pay any dividends on the 
common stock. 


Under the plan adopted, St. Francis 
proposes to lease the generating sta- 
tion, which will constitute all of the 
facilities of St. Francis, to Ark-Mo for 
a period of thirty years running con- 
currently with the life of the first mort- 
gage bonds. The lease provides, 
among other things, that the monthly 
payments initially will be at the rate 
of $45,416.67 and will be reduced 
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semi-annually to specified amounts as 
the debt is retired, until reduced to 
$17,416.67 for the six months’ period 
ending June 30, 1978. The stipulated 
rentals will be sufficient to provide for 
estimated expenses of St. Francis in- 
cluding depreciation at 3 per cent per 
annum and Federal and state income 
taxes at the composite rate of 40 per 
cent, and to provide it a return over 
the period of the lease of $1,261,617 
in excess of its interest payments and 
debt expense. Adjustments in the 
rental payments are to be made for any 
changes in the foregoing depreciation 
and tax rates, and for differences in 
the cost of construction above or be- 
low $5,500,000. 

In addition to the stipulated rentals, 
Ark-Mo is to pay property taxes, taxes 
imposed upon the lien or interest of 
the trustee under the mortgage, and 
insurance. Furthermore, as operator 
of the property, Ark-Mo will be re- 
sponsible for all maintenance. Re- 
newals and replacements are to be 
made by St. Francis but will be 
financed with funds advanced by Ark- 
Mo on promissory notes bearing in- 
terest at the rate of 4 per cent per an- 
num. Monthly rental payments will 
be increased by the amount of such in- 
terest. 


[1] Under the lease the generat- 
ing station will be operated by Ark- 
Mo; St. Francis will not generate or 
sell any power or energy and will not 
own any distribution or transmission 
facilities. Ark-Mo will own the con- 
ductors from the terminals of the gen- 
erator “where they leave the field of 
generation” through the generating 
station bus bar and other facilities to 
the connection to its line. 

Under the lease Ark-Mo will have 


78 PUR NS 





FEDERAL POWER COMMISSION 


an option to purchase the generating 
facilities after fifteen years on any rent- 
al date at the original cost of the prop- 
erty less depreciation plus any amount 
then remaining in the unamortized 
debt discount of St. Francis and call 
premiums on bonds outstanding and 
not assumed by Ark-Mo in part pay- 
ment of the purchase price. 

The estimated expenses of St. Fran- 
cis are $25,000 annually over the peri- 
od of the lease. Net income aggregat- 
ing $1,261,617 for the period of the 
lease is estimated to vary from approxi- 
mately $87,000 for 1950 to approxi- 
mately $17,000 for 1977, the last full 
year of operation under the lease. 

The following rights under other 
contracts are assigned to St. Francis, 
the assignment to take effect in the 
event Ark-Mo should default on the 
lease : 

1. All rights in a proposed contract 
among St. Francis, Ark-Mo, and Tex- 
as Eastern Transmission Corporation, 
providing for the sale of electric en- 
ergy by Ark-Mo to Texas Eastern. 
The contract to supply Texas Eastern 
calls for the delivery of an average of 
25,000 kilowatts for a period of twenty 
years. 

2. All rights which it may have 
under any fuel contract in the event 
Ark-Mo ceases to operate the generat- 
ing station. These contracts in turn 
may be assigned by St. Francis to the 
trustee under the mortgage securing 
its first mortgage bonds. 

Ark-Mo had proceeded in the spring 
of 1948 with the construction of the 
generating plant to the extent of mak- 
ing expenditures of approximately 
$800,000 in anticipation of being re- 
imbursed for this amount by St. Fran- 
cis upon the execution of the lease. 


Until January 13, 1949, Ark-Mo pro. 
ceeded with the negotiation of the St. 
Francis Plan upon the assumption that 
the Federal Power Commission had 
no jurisdiction over the proposed leas. 
ing arrangement. Following a confer- 
ence of representatives of St. Francis 
and Ark-Mo with members of the 
Commission’s staff on January 13, 
1949, the application for this Commis- 
sion’s approval was filed January 17th, 
a short period prior to the expiration 
of the bond purchase agreement and 
other commitments necessary to per- 
fect the financing. 

At the February 25th conference 
with the Commission and members of 
the staff, representatives of Ark-Mo 
stated that the company is not pres- 
ently in a financial position to take 
delivery of the generating equipment 
or go forward with the construction 
of the generating station, and that its 
cash situation is critical. 


Representatives of Ark-Mo further 
proposed to modify the St. Francis 
Plan in the following particulars. Ark- 
Mo will acquire, at the paid-in amount, 
all of the outstanding capital stock 
in St. Francis now owned by Willis H. 
Holmes and J. M. Davis, Jr., and di- 
rectly thereafter will distribute such 
stock pro rata to or for the benefit of 
the record holders of the common stock 
of Ark-Mo, as of, or approximately 
as of, the date of consummation of the 
proposed transactions involved in the 
St. Francis Plan. Representatives of 
Ark-Mo stated that Texas Eastern 
Transmission Corporation had agreed 
to waive any pledging of the St. Fran- 
cis stock as security for its loan, other- 
wise the application would remain as 
originally submitted. 


At the conclusion of the conference, 
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representatives of Ark-Mo urgently re- 
quested that the Commission take im- 
mediate action upon its modified St. 
Francis Plan, without hearing. Such 
action was requested in order that St. 
Francis may complete its financing 
program prior to the expiration of the 
bond purchase agreement with the in- 
surance companies which expires on 
March 21, 1949, and thereby enable 
Ark-Mo to improve its present cash 
position. Furthermore, the delivery of 
the already manufactured generating 
equipment has been delayed pending 
the execution of the financing program, 
and Ark-Mo represented that any fur- 
ther delay might result in the equip- 
ment being delivered to other compa- 
nies, thereby creating financial loss to 
Ark-Mo and causing further delay in 
completing its construction program. 
It appears from the application that 
under the proposed plan of operation 


St. Francis would not own or operate 
facilities subject to the jurisdiction of 
the Commission and would not there- 
fore become a “public utility” under 


the Federal Power Act. Its applica- 
tion should therefore be dismissed for 
want of jurisdiction. 


[2] Ark-Mo owns facilities for the 
transmission and sale at wholesale of 
electric energy which is transmitted be- 
tween the states of Missouri and Ar- 
kansas and consumed at points outside 
the state in which it is generated. Ark- 
Mo is therefore a “public utility” with- 
in the meaning of that term as used 
in § 203 of the Federal Power Act, 
supra. 

[3] By the proposed lease of the fa- 
cilities of St. Francis, Ark-Mo will 
directly or indirectly merge or con- 
solidate its facilities, subject to the 
jurisdiction of the Commission, with 
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the electric facilities of St. Francis, 
another “person” within the meaning 
of § 203 of the Federal Power Act, 
and the merger or consolidation ac- 
cordingly requires prior authorization 
of the Commission under that section. 

The application and information 
submitted by Ark-Mo reveals that the 
plant to be completed by St. Francis 
will constitute a relatively large and 
essential part of the facilities used in 
the service of Ark-Mo’s customers. 
The separate corporation appears to be 
merely a technical device to divorce 
the ownership of the generating fa- 
cilities from Ark-Mo’s corporate struc- 
ture, but the leasing arrangement in- 
directly merges or consolidates them 
with those of Ark-Mo. It is clear that 
the purpose of the adoption of the St. 
Francis Plan was to permit practically 
100 per cent debt financing of the new 
generating station. Actually the stock 
of St. Francis, to be distributed to 
Ark-Mo stockholders, would have a 
paid-in value of less than one-half of 
one per cent of the total capitalization 
of St. Francis and, if traded in, would 
have unsound speculative possibilities. 

Considered on a consolidated basis, 
the present capitalization of Ark-Mo 
and the proposed capitalization of St. 
Francis would consist of 79.1 per cent 
of long-term debt and 20.9 per cent of 
equity capital, as contrasted to Ark- 
Mo’s present capital structure of 63.6 
per cent long-term debt and 36.4 per 
cent of equity capital. 

[4] Ark-Mo endeavors to justify 
the use of the plan by pointing to the 
fact that its cost of power will be less 
thereunder for the reason that the all 
debt capital structure of St. Francis 
will produce savings in Federal income 
taxes and in the over-all cost of money 
78 PUR NS 





FEDERAL POWER COMMISSION 


required for the construction of the 
generating plant. There can be no 
question but that an all debt capital 
structure will produce a lower imme- 
diate cost of money. This would be 
true with respect to every public utility 
enterprise, but it would violate an im- 
portant standard of sound public utili- 
ty financing, a standard which experi- 
ence has shown must be adhered to for 
the protection of consumers and in- 
vestors. 

The actual past experiences of pred- 
ecessors of Ark-Mo present a good ex- 
ample of the hazards of unsound utility 
capital structures. On February 22, 
1935, Arkansas-Missouri Power Com- 
pany (Old Company) went into bank- 
ruptcy. In its petition to the district 


court for the northern district of IIli- 
nois, eastern division, for reorganiza- 
tion under § 77-B of the Bankruptcy 
Act, Ark-Mo (Old Company) re- 


ferred to its inability to redeem 
$787,000 of debentures due May 1, 
1935, heavy fixed charges, inadequacy 
of current charges for retirement and 
depreciation and the apparent sub- 
stantial excess of outstanding securi- 
ties over property values.’ 

As a result of the reorganization, a 
new company, Arkansas-Missouri 
Power Corporation, was formed. In 
its decision authorizing the issuance of 
securities by the reorganized compa- 
ny, the Securities and Exchange Com- 
mission referred to the “Old Compa- 
ny” as an “insolvent company with 
an unbalanced capital structure.” * 
The debt securities which it authorized 
amounted to $2,834,625 or $1,732,- 
495 less than the outstanding long- 
term debt of the “Old Company.” 


It is evident that Ark-Mo today, by 
means of the St. Francis lease, is pro- 
posing to follow again the same un- 
sound method of financing which ap- 
parently led its predecessors into 
bankruptcy. 

[5,6] Applicant’s complete reliance 
on the St. Francis Plan and its fail- 
ure to make any provision whatever 
during the entire year 1948 to obtain 
capital funds other than by the St. 
Francis Plan has resulted in a condi- 
tion which it appears at this late date 
can only be immediately relieved by 
consummation of the plan in some 
form. However, we have the obliga- 
tion to make certain that the plan is so 
conditioned as to be compatible with 
the public interest, if we are to approve 
it. We can only find that the plan, 
even subject to the conditions which 
we shall impose, is compatible with the 
public interest because of the circum- 
stances which we have heretofore men- 
tioned. Because of those circumstanc- 
es we will give such conditional ap- 
proval only as a temporary solution to 
allow Ark-Mo sufficient time to com- 
plete a long-range program of financ- 
ing on a sound basis that will enable 
it to go forward with construction 
to meet the growing demands of elec- 
tric energy in its territory. We desire 
to make our position clear on this 
point so that future applicants may be 
fully forewarned that our action here- 
in does not constitute a precedent of 
general applicability. 

The conditions which we shall im- 
pose are: 

1. Ark-Mo in distributing the stock 
of St. Francis, as proposed in the mod- 
ified plan, shall retain the right to ac- 





1140(1) Commercial and Financial Chron- 
icle (March 2, 1935), p. 1473. 
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quire the stock at the paid-in amount. 

2. Within three years from the date 
of this order Ark-Mo shall reacquire 
the stock of St. Francis at the paid-in 
amount and shall retain such stock 
until Ark-Mo acquires the assets of 
St. Francis by purchase or corporate 
merger or consolidation. 

3. Ark-Mo shall distribute the stock 
of St. Francis only upon terms and 
conditions which will assure that any 
transferee of such stock shall be ap- 
prised of the conditions of this order. 

These conditions will eliminate, or 
limit to a short period of time, other 
questionable aspects of the proposals 
involved in the application and rate 


schedule under consideration referred 
to in our order of February 17, 1949. 
In vacating our order of February 17, 
1949, we will do so without prejudice 
to the issuance of such further orders 
as may be necessary or appropriate 
under the act at any time hereafter. 

Appropriate findings and order will 
be entered in accordance with this 
opinion. 


DraPeER, Commissioner: In my 
opinion, control by Ark-Mo of the 
property involved in this proceeding 
will be consistent with the public in- 
terest under the conditions set forth in 
the order. To that extent only I con- 
cur in the action of the Commission. 





PENNSYLVANIA SUPERIOR COURT 


Frederick A. Meyers 


Pennsylvania Public Utility Commission 
(Philadelphia Transportation Company, 


Intervener) 


— Pa Super Ct —, 65 A2d 256 
April 12, 1949 


PPEALS from Commission orders dismissing complaints 
A against a wage increase and against the manner of handling 
reparation slips; appeals dismissed. 


Labor, § 3 — Jurisdiction of Commission — Wage increase — Managerial matter. 
1. The Commission has no jurisdiction over a complaint that a transit com- 
pany has mismanaged its financial affairs by granting a wage increase to 
employees, because of which the complainant asks that the Commission annul 
the increase in wages and replace executive officers and certain directors, 
since the Commission is not the financial manager of the utility, p. 154. 


Courts, § 4 — Jurisdiction — Legislative matters — Advisory opinion. 
2. Merely advisory opinions, such as an opinion as to the desirability for 
legislative action, are not within the province of the court, p. 154. 
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Appeal and review, § 22 — Moot question. 
3. An appeal from an order of the Commission dismissing a complaint 
against the method of distribution of reparation slips by a transit company, 
under a consent decree pending rate litigation, should be dismissed when a 
final order in the rate case has been issued, since it is not the province of 
courts to give opinions on moot questions, p. 154. 


Before Rhodes, PJ., and Hirt, Reno, 
Dithrich, Arnold, and Fine, JJ. 


APPEARANCES: Frederick A. 
Meyers, in pro. per.; Lloyd S. Ben- 
jamin, Assistant Counsel, and Charles 
E. Thomas, both of Harrisburg, and 
Hamilton C. Connor, Jr., Allen Hunt- 
er White, Frederick L. Ballard, and 
Ballard, Spahr, Andrews & Ingersoll, 
all of Philadelphia, for appellees. 

PER CuRIAM: 

[1] These appeals are from orders 
of the Pennsylvania Public Utility 
Commission dismissing complaints 
filed by Frederick A. Meyers against 


the Philadelphia Transportation Com- 


pany, intervening appellee. On June 
15, 1948, appellant filed a complaint 
at Complaint Docket No. 14,395, in 
which he averred that the Philadelphia 
Transportation Company had mis- 
managed its financial affairs when it 
granted a wage increase to its em- 
ployees in February, 1948, and in 
which he asked that the Commission 
annul the said increase in wages and 
replace the executive officers and cer- 
tain members of the board of directors. 

The Commission dismissed the com- 
plaint on the ground that it was not 
within the Commission’s power to an- 
nul said wage increase or to dismiss 
from the company those allegedly re- 
sponsible for it. 

The complaint set forth no facts on 
which the Commission could take ju- 
risdiction, and it was properly dis- 
missed. See Public Utility Law of 
May 28, 1937, PL 1053, 66 PS 
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§ 1391; Philadelphia v. Public Utility 
Commission (1949) 164 Pa Super Ct 
96, 78 PUR NS post, p. 484, 63 A2d 
391. The Commission is not the 
financial manager of the utility, and it 
is not a super board of directors for 
a public utility ; its sole power is to see 
that in the matter of rates, service, and 
facilities the treatment of the public 
by public utility companies is fair. 
Northern Pennsylvania Power Co. v. 
Public Utility Commission (1939) 
333 Pa 265, 267, 268, 27 PUR NS 
233, 5 A2d 133; Bell Teleph. Co. v. 
Driscoll (1941) 343 Pa 109, 118, 40 
PUR NS 375, 21 A2d 912. 


[2] It appears from appellant’s brief 
and argument that his objective is to 
obtain an advisory opinion from this 
court which would indicate the desira- 
bility for legislative consideration of 
an amendment to the public utility law. 
Merely advisory opinions are not with- 
in the province of this court. In Re 
Pittsburgh’s Consolidated City Char- 
ter (1929) 297 Pa 502, 147 Atl 525. 

[3] On June 16, 1948, appellant 
filed a complaint at Complaint Docket 
No. 14,397, wherein he referred to a 
decree of the United States district 
court for the eastern district of Penn- 
sylvania relating to the issuance of 
reparation slips by the Philadelphia 
Transportation Company in connec- 
tion with its increased fares which 
became effective March 21, 1948 (see 
Philadelphia v. Public Utility Com- 
mission, supra, 164 Pa Super Ct at 
p. 99) and in which appellant objected 
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to the manner in which the reparation 
slips had been issued. Appellant did 
not allege that he had any interest in 
the subject matter, or that he was in 
any way an aggrieved party. He 
merely requested an investigation of 
the method of distribution of the rep- 
aration slips to the public. The de- 
cree relative to the issuance of repara- 
tion slips was a consent decree entered 
into by the city of Philadelphia and 
the Philadelphia Transportation Com- 
pany. It does not appear that the Com- 
mission was a party to the stipulation, 
or that any duties or obligations were 
placed upon it by the district court. 
See Philadelphia v. Public Utility 
Commission, supra, 164 Pa Super Ct 
at p. 100. 

For these reasons the Commission 
dismissed the complaint. 


MEYERS v. PENNSYLVANIA PUB. UTIL. COM. 





The Commission issued its final or- 
der on the complaint of the city of 
Philadelphia against the new tariffs 
at Complaint Docket No. 14,336 on 
June 16, 1948, 74 PUR NS 370. The 
Commission’s order dismissing that 
complaint was affirmed by this court 
on January 14, 1949. Philadelphia v. 
Public Utility Commission, supra. 
Therefore, the matter which appellant 
seeks to raise in connection with rep- 
aration slips is moot, and it is not the 
province of courts to give opinions on 
moot questions. O’Donnell v. Penn- 
sylvania Liquor Control Board (1946) 
158 Pa Super Ct 533, 536, 45 A2d 
369; Faust v. Cairns (1913) 242 Pa 
15, 16, 88 Atl 786. 

Appeals are dismissed, at the cost of 
appellant. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


John L. Wilcox et al. 


Library Water Company, Incorporated 


Complaint Docket No. 14228 
April 5, 1949 


Spe iny against adequacy, sufficiency, and legality of water 
service; complaint dismissed. 


Service, § 291 — Connections — Duty to maintain. 





1. A water company’s obligation ends at the curb (except for the meter in 
the case of metered service), and beyond this point service connections, 
house plumbing, and accessories used are the responsibility of the consumer ; 
and the service can be no better than these facilities permit, p. 157. 


Service, § 133 — Duty to serve — Fault of customer. 
2. A complaint against the quality of water service was dismissed where 
the dissatisfaction prevalent was not solely attributable to the water com- 
pany but had been contributed to, in no small degree, by the unwillingness 
of customers to settle delinquencies, to conform with requirements which 
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are normal to all water utilities, and otherwise to codperate with the com. 


pany, p. 157. 


By the Commission: This com- 
plaint, filed by John L. Wilcox, et al., 
residents of the village of Library in 
Snowden township, Allegheny county, 
alleges that the service rendered by 
the Library Water Company, Inc., re- 
spondent, in furnishing water to com- 
plainants is unsatisfactory, deficient, 
inadequate, and contrary to law and 
Commission regulations. 

The Commission, on May 17, 1948, 
issued an order sustaining the com- 
plaint which provided that respondent 
proceed forthwith to make such tem- 
porary repairs and improvements as 
were necessary to provide adequate 
and reasonable facilities and service, 
and in addition, submit within sixty 
days of service of the order a program 


of permanent improvements to its wa- 
ter system. 

On December 2, 1948, respondent 
submitted to the Commission that 
which it had accomplished and its pro- 
posals, plans, and program for perma- 
nent improvement to its water system. 


Accomplishments 

1. An office was established in Li- 
brary which may be contacted by tele- 
phone for emergency service seven days 
each week. 

2. Leaks in mains and all valves 
known to be defective were repaired 
thus eliminating losses of water pur- 
chased and decreases in pressure result- 
ing therefrom. 

3. Tests have been in progress to 
determine causes of deficient pressures 
with the view to their ultimate correc- 
tion. 

4. Cash has been advanced toward 
payment of South Pittsburgh Water 
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Company water bills in order to con- 
tinue service to the public. 

5. The main on Victory drive was 
replaced by one of greater size to cor- 
rect service inadequacies. 

6. Connections were made to a 2- 
inch private line to serve twelve con- 
sumers in a plan of lots adjacent to 
Library who were previously unable 
to get water service. This service is 
entirely satisfactory. 

7. Materials have been ordered to 
provide water service, not otherwise 
obtainable, to property owners along 
Sebolt road, adjacent to Library. This 
extension will require 4,000 feet of 6- 
inch transite pipe, the payment of 
which has been guaranteed by the ap- 
plicants. Installation, including fire 
hydrants, will be made when materials 
are received, which should be early in 
1949, 

8. Existing meters have been in- 
spected and repairs will be made where 
necessary. 


Proposals and Program 

1. Replacement of one-inch mains 
with pipe of larger size as soon as 
materials are available. 

2. Replacement of 2-, 3-, and 4 
inch mains with 6-inch mains over a 
period of years, section by section, as 
rapidly as finances and availability of 
materials permit. 

3. The source of water supply will 
continue to be South Pittsburgh Water 
Company. This water is filtered and 
treated and requires no further treat- 
ment. Specimens, however, will be 
analyzed and reports thereof submitted 
to the Department of Health. Water 
storage tanks are no longer necessary 
and will be permanently abandoned. 
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4. Valves will be installed to pre- 
vent total interruption of service to the 
village when repairs or improvements 
are being made in only one area. 

5. Defective valves will be replaced 
when discovered. 

6. Tests to determine cause of de- 

ficient pressure will continue. Correc- 
tion will be made by respondent when 
it is responsible for the condition, and 
consumers will be advised when inade- 
quate service connections between the 
house and the curb are responsible. 
7. Meters are available and will be 
installed as rapidly as consumers in- 
stall proper copper connections between 
curb and house and permit entrance 
to their properties for this purpose. 

8. Existing fire hydrants will be 
flushed and repaired if necessary to 
make fire protection service available, 
if contracted for by the township. New 


hydrants will be installed when 6-inch 
mains are placed. 

9. Arrangements are being made to 
provide for the installation of taps from 
South Pittsburgh Water Company’s 
6-inch main to Library High School 
and their 8-inch main, recently extend- 


ed into respondent’s territory, to 
respondent’s existing mains in order 
to equalize the pressure in the latter 
system if volume of water used therein 
necessitates. Additional interconnec- 
tions may also be provided from the 
6-inch main extension respondent will 
run to provide service to residents 
along Sebolt road. 

10. Negotiations are in progess to 
acquire amicably the 8-inch main re- 
cently extended into respondent’s ter- 
ritory by South Pittsburgh Water 
Company. 

11. It has come to respondent’s at- 
tention that samples of turbid water, 
presented at the Wilcox, et al., hear- 
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ing, may have been drawn from hot 
water faucets. Many of the hot water 
tanks are old and corroded and require 
flushing by consumers to improve the 
service. Customers are being notified 
accordingly. 

[1, 2] Approximately 240 custom- 
ers were being served at the time of 
hearing and of these over 200 were 
delinquent in the payment of their ac- 
counts. The total amount of the 
delinquencies was approximately $2,- 
600 but this has since grown con- 
siderably. Some customers either 
refuse to pay for service of their own 
volition or have been advised not to 
do so. Most delinquencies are of long 
standing but no consumers have been 
disconnected for nonpayment, respond- 
ent thus attempting to improve public 
good will. 

Respondent, like any other public 
utility, cannot operate satisfactorily 
without the codperation of its custom- 
ers. It certainly cannot continue to 
operate indefinitely without adequate 
revenues, which are necessary for the 
payment of its operating expenses and 
to enable it to attract capital to provide 
the improvements to its facilities nec- 
essary to furnish the desired service. 
If delinquencies had been paid, facil- 
ities could have been made available 
to improve appreciably the service. 
Further delinquencies can only retard 
that which is desired. 

The utility’s obligation ends at the 
curb (except for the meter, in the case 
of metered service). Beyond this 
point, service connections, house 
plumbing, and accessories used are the 
responsibility of the consumer and the 
service can be no better than these 
facilities permit. If both the customer 
and the utility provide adequate facil- 
ities, satisfactory service will result, 
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but if either fails to comply with its 
obligations, the converse is true and 
the responsibility is attributable to the 
derelict. Cooperation is essential to 
the well being of both. 

It appears that the dissatisfaction 
prevalent in the instant proceeding is 
not solely attributable to respondent. 
It has been contributed to, in no small 
degree, by the unwillingness of custom- 
ers to settle delinquencies, to conform 
with requirements which are normal 


to all water utilities and to otherwise 
cooperate with respondent. 

Respondent’s record of past achieve- 
ments, under difficulties, and its pro- 
gram for future development indicate 
that with the whole-hearted codpera- 
tion of the public, satisfactory service 
in the village of Library can be 
achieved ; therefore, 

It is ordered: 

That the instant complaint be and is 
hereby terminated. 





NEW JERSEY DEPARTMENT OF PUBLIC UTILITIES 


Re Pennsylvania & Atlantic Railroad 
Company 


Docket Nos. 4281, 4282 
April 13, 1949 


— by railroad for order dismissing state Commission 
proceeding regarding discontinuance of bus service; 
granted. 


Service, § 34 — Paramount authority of Interstate Commerce Commission — 
Abandonment of branch railroad service. 

An order of the Interstate Commerce Commission granting a railroad per- 

mission to abandon bus service on a branch line, which order is in accordance 

with the authority granted the Commission by Congress, leaves the state 

Commission without jurisdiction where the findings and order of the Fed- 


eral Commission are unqualified. 


APPEARANCES: Windsor F. Cous- 
ins and Sidney P. McCord, Jr., for 
Pennsylvania and Atlantic Railroad 
Company; James F. X. O’Brien, by 
Denis J. Gallagher, for Pillion & Shib- 
la Bus Company, Inc.; Percy Camp, 
by John Lloyd Olson, for borough of 
Lavallette. 


By the Commission: This matter 
is before us on an order of December 
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15, 1948, directing the Pennsylvania 
and Atlantic Railroad Company to 
show cause why it should not be re- 
quired to continue to provide autobus 
service between Toms River and Point 
Pleasant. The order fixed a time and 
place for hearing and directed the com- 
pany to continue to provide such auto- 
bus service pending determination of 
the issues. 
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It now appears that on December 1, 
1946, the timber trestle which carries 
the tracks of the Pennsylvania and 
Atlantic Railroad over Barnegat bay 
was seriously damaged by fire, neces- 
sitating suspension of rail service to 
and from points on the north side of 
the bay between Seaside Park and 
Point Pleasant. Substitute transpor- 
tation service for the area thus isolated 
was forthwith established by utilizing 
Pennsylvania Greyhound busses for 
providing connections with trains at 
Toms River. The substitute bus serv- 
ice Was an emergency measure and 
was established without approved mu- 
nicipal consents. 

Subsequently, the Pennsylvania and 
Atlantic Railroad Company applied 
for approval of the operation of the 
substitute bus service. In a decision 


issued April 29, 1947, in Docket No. 


2914, the Board under its general 
powers and as a temporary and emer- 
gency measure, granted authority to 
the company to operate bus service in 
substitution for train service between 
Toms River and Point Pleasant, ei- 
ther directly or through arrangement 
with an autobus utility subject to the 
jurisdiction of the Board. The au- 
thority granted to continue in effect 
until further order. 

The Pennsylvania and Atlantic 
Railroad Company then entered into 
an agreement with the Pillion & Shibla 
Bus Company, Inc., to provide bus 
service in lieu of rail service between 
Point Pleasant and the Toms River 
railroad station and to subsidize the 
busses to insure the bus company 
against loss in operation of the sub- 
stitute service. 

Subsequently Pillion & Shibla Bus 
Company, Inc. applied for approval of 
municipal consents for the operation of 
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a portion of the service of the twenty- 
five autobusses on an extension of 
route to South Toms River on the 
Asbury Park-Seaside Park bus route, 
P.U.C. Route—File #343-336. Ina 
decision issued June 29, 1948, in 
Docket No. 3511, the Board approved 
municipal consents of the borough of 
Seaside Heights, townships of Berke- 
ley and Dover, and the borough of 
South Toms River for the operation 
of a portion of the twenty-five auto- 
busses approved for operation on the 
Asbury Park-Seaside Park bus route 
of the Pillion & Shibla Bus Company 
over an extension of route to South 
Toms River in lieu of rail service be- 
tween Point Pleasant, township of 
Berkeley, and South Toms River. 

The Pennsylvania and Atlantic 
Railroad Company in letter dated No- 
vember 20, 1948, informed the Pillion 
& Shibla Bus Company of its intention 
to terminate the aforesaid subsidy 
agreement thirty days from that date 
in accordance with the provisions of 
the agreement. The Pillion & Shibla 
Bus Company, Inc., in turn, advised 
the Board that inasmuch as the Penn- 
sylvania and Atlantic Railroad Com- 
pany was discontinuing the subsidy as 
of December 20, 1948, the bus com- 
pany proposed to terminate the opera- 
tion of substitute bus service author- 
ized in the Board’s Decision of June 
29, 1948. 

The Board thereupon, under date of 
December 8, 1948, directed the Penn- 
sylvania and Atlantic Railroad Com- 
pany to submit information as to how 
it proposed to provide autobus serv- 
ice upon termination of the agreement 
with the Pillion & Shibla Bus Compa- 
ny. Under date of December 11, 
1948, the Pennsylvania and Atlantic 
Railroad Company informed the 
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Board that “. By order of No- 
vember 4, 1948, the Interstate Com- 
merce Commission authorized aban- 
donment of the Pennsylvania and At- 
lantic line east of Toms River, 

As a result of the abandonment the 
railroad has no further obligation to 
provide train service or substitute bus 
service. Accordingly, our arrange- 
ment with the bus company has been 
terminated. e 

The foregoing circumstances 
prompted the issuance of our show 
cause order of December 15, 1948, 
against the Pennsylvania and Atlantic 
Railroad Company. 

On December 30, 1948, the Penn- 
sylvania and Atlantic Railroad Com- 
pany formally moved that the Board’s 
order to show cause be vacated and 
the proceeding discontinued. The mo- 
tion was based upon the argument 
that the abandonment order of the 
Interstate Commerce Commission left 
the Board without jurisdiction or au- 
thority in the premises, the authority 
vested by Congress in the Interstate 
Commerce Commission being claimed 
to be plenary. 

The motion to vacate was set for 
hearing on the return date fixed in the 
order to show cause. Both matters 
were heard together. 

At the hearing on the Board’s order 
to show cause and the respondent’s 
motion to vacate the order, all who ap- 
peared were heard or afforded an op- 
portunity to be heard. The only ap- 
pearance of record in opposition to the 
proposed discontinuance of substitute 
bus service between Point Pleasant 
and Toms River was entered on behalf 
of the borough and citizens of Lavel- 
lette. The Board on its own motion 


and without objection incorporated 
the decisions and orders of this Board 
and of the Interstate Commerce Com- 
mission herein above referred to in 
the record. The respondent’s counsel 
contended as above indicated that the 
order of the Interstate Commerce 
Commission permitting abandonment 
stripped the Board of jurisdiction and 
authority. Counsel for the borough 
of Lavellette indicated that he was not 
prepared to argue the legal issues and 
agreed that within five days he would 
notify the Board and counsel for re- 
spondent railroad company whether or 
not the borough of Lavellette or its 
representatives would file a memoran- 
dum on the motion to dismiss and va- 
cate the Board’s order. Under date 
of January 25, 1949, counsel for the 
borough of Lavellette advised the 
Board that no memorandum on behalf 
of the borough of Lavellette would be 
filed. 

It must be conceded that under Col- 
orado v. United States (1926) 271 
US 153, 70 L ed 878, 46 S Ct 452, 
the authority with respect to abandon- 
ment of branch lines vested in the In- 
terstate Commerce Commission by 
Congress, is plenary, and that an or- 
der of that Commission permitting 
abandonment in a proceeding that is 
in accordance with the act of Congress 
leaves the state without jurisdiction 
and authority in the premises, at least 
where, as here, the findings and order 
of the Commission are unqualified and 
unconditional. 

The Board, therefore, hereby grants 
the motion of respondent; discontin- 
ues this proceeding, and vacates the 
order made thereon and the stay ef- 
fected by said order. 
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1} Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relating 


to government owned utilities; news concerning prod- 
ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 


American Gas & Electric 
Doubles Program 


A" ERICAN GAs & ELEectric Company, which 
since 1947 has had underway a $305,- 
000,000 construction program to add 1,250,000 
horsepower to system capacity, announced re- 
cently that two subsidiaries are now acquiring 
land upon which to erect three new power sta- 
tions. 

Based on preliminary estimates the proposed 
new power stations will have a total capacity 
of 1,200,000 horsepower or 900,000 kilowatts. 
Thus the present planned program will’ be 
approximately doubled. 


Delaware Power & Light Has 
$53,000,000 Program 


| gpontieb nae Power & Licut Company has a 
construction program that will require 
expenditure of about $17,000,000 in 1949, $21,- 
000,000 in 1950, and $15,000,000 in 1951, or a 
total of $53,000,000. 

The largest item in the program is construc- 
tion of a 132,000 kw steam generating station 
in Wilmington at a cost of $26,000,000. The 
program also includes the building of a 33,000 
kw station at Vienna, Maryland. 


Ford, Bacon & Davis 
Advances B. E. Harris 


B. E. Harris has been elected a vice presi- 

dent of Ford, Bacon & Davis, engineers- 
constructors, of New York, Chicago, Phila- 
delphia, and Los Angeles. This announcement 
was made recently by E. S. Coldwell, presi- 
dent, and became effective July 1, 1949. 

Mr. Harris has been with the firm since 1923, 
having had charge of many large projects in 
the fields of design, construction, valuations, 
and reports. 


New Cardineer File 
Rotates Horizontally 


D™=. INCORPORATED, Canton, Ohio, re- 
cently introduced a new Cardineer Hori- 
zontal Rotary File which is unusual in that 
it revolves in a horizontal, instead of a verti- 
cal, plane. Thus, all the records are in a nat- 
ural position for posting or reference without 
removing them from the rotor. 

This compact unit well serves the require- 
ment where breaking down of large concentra- 
tions of records into small work-units gains 
the advantage of a high degree of control and 
accessibility, Where there is a large amount of 


casual reference by persons other than the 
regular operator, this breakdown of records 
allows several persons to use them free of 
interference with each other—saving the time 
that would be lost otherwise. 

Each file holds up to 2,700 records in a con- 
venient working position—no containers to 
open; no drawers to pull out. A natural, wide- 
open working “V” makes it easy to post to 
the records in their normal position on the 
rotor. All the advantages of Cardineer Rotary 
Filing—better control of motion, space, time, 
and economy—are now offered for smaller in- 
stallations through this horizontal Cardineer. 


New Commercial Lighting Sales 
Tool Released by EEI 


A NEW Sales tool for use by commercial light- 
ing salesmen, in the form of a compact 
slide viewer with a set of 43 full-color slides 
which illustrate outstanding commercial light- 
ing installations, has been released by the Edi- 
son Electric Institute as a part of the industry- 
wide Planned Lighting Program. 

Weighing only 20 ounces, the viewer is small 
enough to fit in the palm of the salesman’s 
hand, and can be used at any convenient out- 
let. It is intended for use on the customer's 
premises, providing on-the-spot demonstrations 
of Planned Lighting’s effectiveness as a sales 
and profit builder. 

The set of 43 color slides which accompany 
the viewer have been selected to show examples 
of Planned Lighting installations in typical 
stores, offices, schools, and eating establish- 
ments, Photos of good local lighting jobs can 
readily be added to the set, and full instruc- 
tions for this are furnished with the viewer. 

The viewer and slides are available to EEI 
member companies at $15 per set. The viewer 
alone is priced at $5, and the set of slides is 
priced separately at $10. To non-members of 
EEI, prices are as quoted plus 10 per cent. 
Viewers and slides may be ordered from Edi- 
son ae | 420 Lexington Ave., New 
York 17, N 


Bassines Develops Explosion- 
Proof Intercom System 


ih saevsee. Inc., 415 Lexington avenue, New 
York 17, has developed a fully-selective, 
explosion-proof, electronic intercom system 
that is particularly suited for plants where the 
atmosphere in work areas contains certain high- 
ly inflammable and explosive gases or vapors. 
This system has Underwriters’ Laboratories 
approval for Class I, Group D hazardous areas, 
(Continued on page 23) 
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Dollars saved are dollars earned. So why should 
you save every dollar you can .. . on delivery cg 
Dodge “Job-Rated” trucks are built to do just { 
They’re priced with the lowest. They’re built 
your particular hauling needs. They stay out of 
repair shop and on the job... saving moneyey 
mile you drive them. 

For example, your Dodge truck will have the right; 
of 7 “Job-Rated” truck en- 

gines. You will pay only for 

the power you need ... on NA 


your job. oN 
Your Dodge will have the — AY) 
right clutch, transmission, <p y As 


rear axle, and every other p= =, 


unit . . . “Job-Rated’’ for 
maximum dependability 
and performance, with minimum upkeep exper 


So, if doilars still count in your business, see yo 
Dodge dealer. Ask him to recommend the rig 

U “‘Job-Rated”’ truck for your business. Remember. 
only Dodge builds “Job-Rated” trucks. 


iilustrated is the 4-wheel-drive Dodge “Power-Wagon”...the truck that needs no road 


ee, 
Se cee ¢ 
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(Continued from page 21) 
which includes atmospheres containing gaso- 
line, petroleum, naphtha, benzine, alcohols, ace- 
tone, benzol, lacquer, solvent vapors, or nat- 
ural gas. 

Exclusive feature of this electronic system 
is its full selectivity—stations in hazardous 
areas can call other stations in either hazardous 
or non-hazardous areas. Stations in non-haz- 
ardous areds of course, can call stations in 
either safe or hazardous areas, Previously, a 
hazardous-area station in such a system could 
call only a safe area. 

Another important operating feature of the 
system is its “remote reply.” The person 
called, whether in a hazardous or safe area, 
can answer from any reasonable distance with- 
out stopping his work and without approach- 
ing his station or using his hands to manipu- 
late any switches. Other features include a busy 
signal which sounds when a station tries to 
originate a call while the system is already in 
use. Any number of stations may be used in 
the system. 


J-M Offers Booklet on 
Transite Pressure Pipe 


c¢ Fe Notezninc Facts about Transite Pres- 

sure Pipe” is a new twelve page booklet 
just issued by Johns-Manville. It presents in- 
formative data about this asbestos-cement pipe 
covering such things as Transite’s high carry- 


ing capacity, its tight, flexible joints, its long 
life expectancy, and similar subjects of particu- 
lar interest to engineers and others in the 
waterworks field. Photographs and text give 
documented answers to these. questions, The 
booklet ends with tables on Transite Pipe 
weights and dimensions, 

Copies of ‘ ‘Engineering Facts about Transite 
Pressure Pipe” are now available from Johns- 
Manville, 22 East 40th street, New York 16, 
New York. 


Central Hudson Appoints 
Burns and Roe 


HE Central Hudson Gas & Electric Cor- 

poration of Poughkeepsie, N. Y., has en- 
gaged the consulting engineering firm of Burns 
and Roe, Inc., New York, New York, to design 
a steam- electric generation station for con- 
struction at Danskammer Point, N, Y., accord- 
ing to announcement made by Mr. Ernest R. 
Acker, president of the Corporation. ‘ 

This plant will have a gross capability of 
66,000 kw developed by a 60,000 kw reheat 
turbo-generator, operating at a pressure of 
1,650 psig at the throttle, with an initial tem- 
perature of 1,000° F. and a reheat tempera- 
ture of 1,000° F. Basically the design of this 
plant will conform to the standardized power 
plant designs developed by the engineers, In 
these designs the turbo-generator is mounted 
(Continued on page 24) 
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is to have done it.” 


—EMERSON 


With the permission of our clients, some 
of their letters of appreciation 
have been collected in a booklet entitled 


lmptiions 


Upon request we will gladly send a copy 
to Corporate Officers, Attorneys or Bankers. 


Ask for Booklet U 


GEORGESON & CoO. 


Specialists in Stockholder Relations 


52 Wall Street, New York 5, N. Y. 
Telephone HAnover 2-1470 


Boston «+ Philadelphia . Chicago 


Mention the FortnicHtty—It 5 shall your inquiry 


« Los Angeles « San Francisco 


WAT 





JULY 21, 1949 


INDUSTRIAL PROGRESS—( Continued) 





JULY 21, 1949 


MAXIMUM CONTACT 


provided by V - groove. 
Conductors protected by 
bevelled slot. 


PRECISION MADE, 
with rigid inspection. 
Smooth accurate threads 
assure maximum pressure 
— permanently main- 
tained. 


For taps, dead-ends, par- 
allel connections, etc., in 
any location. Can be fur- 
nished in bronze or alumi- 
num. Re-usable over and 
over. 


PENN-UNION ELECTRIC CORP. 


ERIE, PA. Sold by Leading Wholesalers 


The COMPLETE Line of Conductor Fittings. 


PENN-UNION 


(on owe Tape rIrrTiIng ™ 





(Continued from page 23) 
on and supported by the condenser; all 
ing equipment is confined to the basement 
the operating floor, with the exception of 
coal-handling equipment ; and the arrangeme 
of equipment is engineered to effect the great 
economy in building space and cubage. 


Union Electric Co. ef Missoug 
To Build $26,000,000 Plant 


HE construction of a $26,000,000 ste; 
generating plant by Union Electric 
pany of Missouri is expected to begin wit 

six or nine months. 

The plant, which eventually may become ! 
largest unit in Union Electric’s system, is pa 
of a $400,000,000 expansion program planne 
by the company over the next 15 years. Of thi 
amount, $42,000,000 is scheduled to be spe 
on new construction this year and $104,000 
in the next four years. 


Worthington Pump Moves Wa 
Treating Division to Dunellen 


ORTHINGTON PUMP AND MACHINE 

CorporaTION, Harrison, New Jersey, 
nounces the expansion of the Water Treatin, 
Equipment Sales Division and the transfer o! 
that division to the Corporation’s Dunelle 
Works at Dunellen, New Jersey. 

The products involved in the transfer 
hot process water softeners of both deaerating 
and non-deaerating types; cold process sl 
type softeners and coagulators ; zeolite soften 
ers including deionizing systems; and pressw 
filters for general purpose filtration. 


Richardson-Allen Appoints 
New Chief Engineer 
WW aren S. Master has been appointe( 


chief engineer of the Richardson-Alle 
Corporation, New York city. In his new capac 
ity, he will have charge of all domestic ant 
foreign technical operations of the company 
For many years, Mr. Master has been ¢ 
gaged in consulting and development work { 
the utility, industrial and aviatiqn fields. Prio 
to joining Richardson-Allen Corporation 3 
rectifier engineer in 1947, he was chief engi 
neer, Hudson Tool Company and rectifier de 
velopment engineer, Federal Telephone an 
Radio Corporation. 


GMC Truck Introduces 
All-New Heavy Duty Line 


oo HE most complete and advanced line of all 
new heavy duty models ever to be intro 
duced by any manufacturer at one time havq 
been announced by GMC Truck & Coach Di 
vision of General ‘Motors, according to M. 
Douglas, general manager. 

There are 61 basic gasoline and Diese 
models in the new “H” line, Mr, Douglas re 
revealed, with gross vehicle weights ranging 

(Continued on page 26) 
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It covers both rate base”’ 
ind ‘‘property ppraisals. It 
is available in one convenient 
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economical package, eithet 
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from 19,000 to 75,000 pounds, and gross com- 
bination weights up to more than 90,000 pounds 
for vehicles used in off-the-highway operation. 

The new heavy duty models feature more 
powerful engines, stronger chassis, and roomier 
cabs than ever before, plus massive new func- 
tional design that makes them “big brothers” 
in appearance to GMC’s style-leading light and 
medium duty models. 

A number of new models have been added 
to the line to meet the requirements of cer- 
tain specialized hauling operations. 


New Fluorescent Lamp Averages 
Over Two Years Life 


Fy panel lamps that last two-and-one- 
half years in the average store, three years 
in offices and in factories on a one-shift opera- 
tion, and six years in schools, were announced 
by Sylvania Electric Products, Inc. According 
to Robert H. Bishop, vice-president in charge 
of sales, these lamps have been found to de- 
liver over 200 per cent more lighting value and 
permit a reduction in lamp failures. which cuts 
replacements costs by two-thirds. 

Long-life fluorescent lamps were introduced 
by Sylvania two years ago. “Since that time 
11,000,000 of them have been tested in the field,” 
Mr. Bishop disclosed, “and have now proved 
laboratory findings which indicated that these 
lamps operate for 7,500 hours, or three times 
longer than ordinary fluorescent lamps and ten 
times longer than standard 60-watt incandes- 
cent lamps.” 


Hewitt-Robins Introduces 
New Car Shakeout 


HE Robins Conveyors Division of Hewitt- 
Robins Inc. announces the introduction of 
a new, lighter-weight Robins Car Shakeout, 
Model GS. Completely different in design from 
the original Model HD Robins Car Shakeout 
first presented some three and a half years ago, 
this new unit is designed to unload up to 15 
hopper-bottom cars of granular material in a 
day while priced for the 2-car-a-day market. 
Bulletin No. 130, describing the Robins 
Model GS Car Shakeout, may be obtained from 
Robins Coriveyors Division, Hewitt-Robins, 
Inc., Passaic, New Jersey. 


New Telephone Recorder 
A Mosericarion (Model 88000) of the Disc 


Edison Voicewriter for combined use in 
dictation and telephone recording has been an- 
nounced by Thomas A. Edison, Incorporated, 
West Orange, New Jersey. 

Similar in most respects to the regular Disc 
Edison .Voicewriter for office dictation, the 
model 88000 instrument contains a built in se- 


lector switch for choice of either telephone-or~ 


microphone recording. A signal light indicates 
the service selected. The instrument comes 


equipped with an extension cord and special’ 


plug for connection to the telephone company’s 


recorder connector.-No other wiring or installa- — 
Mention the Fortnicutty—It identifies your inquiry 


tion work is required as the Disc Edison Voice- 
writer supplies the power and switching means 
for controlling the recorder connector. 

Further information may be obtained from 
Ediphone Division, Thomas A. Edison, Incor- 
porated, West Orange, New Jersey. 


New Williams Hole Digger 
Announced 


NEW model Williams Hole Digger, featur- 

ing, among other improvements, the rais- 
ing, lowering, and leveling of the derrick hy- 
draulically, has been announced by Hugh B. 
Williams Manufacturing Company, Dallas, and 
the Joslyn Companies, exclusive distributors. 
The new digger, Model PDH-1, is described 
in a new bulletin, No. 149-A, just published, 
and available from the Williams Company, or 
from Joslyn offices in principal. cities, 


“Pocket Engineer” Contains 
Capacitor Information 


ULES of thumb for ans three ques- 
tions concerning capacitors’ for apply- 
ing power-factor-improvement are now avail- 
able in wallet-card-size from General Electric. 
With this card, engineers can quickly com- 
pute the answers to the questions: How many 
Kilovars? ; What Power Factor? ; How Much 
Voltage Rise? Simplified diagrams illustrate 
the formula that will in each case allow quick 
computation to answer each question. 

Copies of the card are available upon request. 
Write General Electric Company, Apparatus 
Department, Schenectady, New York, for 
GEN-22. 


A-C Bulletin 


D ATA on various types of Allis-Chalmers in- 
door and outdoor current transformers, 
indoor and outdoor potential transformers, and 
outdoor metering outfits are contained in a new 
32-page bulletin released by the company. 

Accuracy, convenience of mounting, and 
minimum maintenance are incorporated in each 
unit, according to the bulletin. They are liber- 
ally designed with extra insulation to give in- 
creased protection for equipment and are 
checked against Bureau of Standards cali- 
brated equipment to insure the highest degree 
of accuracy. 

All types and ratings listed conform to 
A.S.A. insulation standards, and it is said they 
will meet most application requirements. 

Copies of “Allis-Chalmers Instrument 
Transformers,” 61B7168, are available upon re- 
quest from Allis-Chalmers Mfg. Company, 
965 S. 70th street, Milwaukee, Wisconsin. 


Named Safety Consultant 


\ NV. 7 T. Rocers, safety consultant of Ebasco 
Services Incorporated, has been ap- 


F polrited chairman of the Accident: Prevention 


Committee of the Edison Electric Institute, 


~according to a recent announcement. 
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he bills of these birds never change. 


he peculiar bird’s bill at the left is long and 
hin. The duck’s bill is always sort of flat. The 


belican’s bill always has a pouch attached. 


ach species retains the same distinctive bill 
year after year. 


t's a far different story, however, with con- 
umer’s bills. As you so well know, some of 
hem change. Some customers’ bills may show 
marked increase ... or decrease ....in kilo- 
att-hour usage over a short period of time. 


current analysis of your bills, therefore, 


may disclose certain trends that will be of con- 


iderable value to you in planning your rate 
nd promotional programs. 


lany such bill analyses are compiled for utili- 
ies by the Recording and Statistical Corpora- 
ion. The tabulations are made on specially 


lesigned electro-mechanical equipment. _As 
many as 200,000 bills can be analyzed each day 
by trained personnel. 


FREE booklet for you 
e shall be glad to give you the facts about 


ECORDING AND STATISTICAL CORPORATION 


100 Sixth Avenue 








Some interesting 


facts about bills ! 





this accurate and economical method of com- 
piling customers’ usage data. 


Write today for “The One Step Method of Bill 
Analysis. ” It may save you time and money 
in the months to come. 





300 registers—in one step! 





New York 13, N. Y. 
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A glutton for punishment, powered by a Diesel engine with matchless 

lugging ability and stamina—this is the tractor for you to use on An International TD-14 Diesel 5 

heavy, back-breaking jobs. The International Crawler, with broad- pea war / owed p> 
gauge stability, balance and geared-to-the-ground traction, is the of way for primary line installatio 
worker you need. ¢ Its powerful engine takes tough work in | phe wo Daan 7 
stride, with increased torque for heavier lugging when the 

load demands it. All-weather starting, advanced-design com- 

bustion, full pressure lubrication and other features 

make it your obvious choice among tractors! Your 

International Industrial Power Distributor can 

supply the right size with matched equipment, 

now. Write for TD-14 or TD-18 Folders. 


INTERNATIONAL HARVESTER COMPANY 
Chicago 


Hear James Melton and 
“Harvest of Stars’”’ every Sunday—NBC 


WHEEL TRACTORS \ 
POWER UNITS INDUSTRIAL POWER 


POWER UNITS 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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RECORD OUTPUT 
FOR GRAND COULEE USING 
NEWPORT NEWS TURBINES 


F pages 1948 the nine generating units in the west power house at 
Grand Coulee in the state of Washington produced 8,415,000,000 
K.W.H. 
Each generator was driven by a 150,000 horsepower hydraulic turbine 
built by Newport News. 
Nine similar turbines, but of 165,000 horsepower capacity are now being 
built for the east power house. 


WRITE FOR BOOKLET 
ON “WATER POWER 
EQUIPMENT" 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK CO. 


NEWPORT NEWS, VIRGINIA 
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“MUST” READING 


for EVERY EXECUTIVE 
CONCERNED WITH CORPORATE FINANCE 


“Risk Capital and the 


Am erican inted by the executive 


, dy group app? ‘ty Analysts, 

{ a special stu { Security 
@ Report of 4 SP oa were of the day 
Jes in this 


committee OF tic 
1 en ar 
Inc., to explore Street. The sev 
to Main Street and Wall oblem from every a0 
Price $1.00 per COPY 


i r 
brochure discuss this grave P 


“The Anal 
ysts J 
New Enlarged ee 


= 
The current issue 
Second anny 


of Security Ana lysts. 


contains co 
al Convention 0 





Price $1.25 


Per 
$4.00 7 


Per year (4 issues) 
Send orders with checks to: — 


The Analysts Journal, Wohn Kalb, Business Manager) 
25 Broad Street, New York 4, New York 
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RVING Trust’s Public Utilities Department has 

been actively helping utilities formulate and 
carry out constructive financial programs geared to 
each company’s particular needs. 

This special department is staffed with men 
whose practical experience in the utilities field 
qualifies them to offer a sound, understanding, 


realistic approach to your problems. 


TOM P. WALKER —Vice President in charge 


x, 
IRVING aQnusT 


ONE WALL STREET ° NEW YORK 15, N. ¥. 


Capital Funds over $116,000,000 
Total Resources over $1,100,000,000 


Wittram N Enstrom, Chairman of the Board Ricuarp H. West, President 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 


valuations, special reports, investigations, financing, design, and construction. » 





Tue American Appraisat Company 
ORIGINAL COST STUDIES « VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
aad other principal cities 














DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 














ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 











Ford, Bacon & Davis 


VALUATIONS Engineer: CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK © PHILADELPHIA @ CHICAGO © LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas z Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, ee 
Designs and Construction Personnel Relations 
Inspections and Surveys Reading © New York © Heuston Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washingtoa Accident Prevention 
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PROFESSIONAL DIRECTORY (continued) 





FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 

Atlanta Knoxville Philadelphia 








—— HENKELS & McCOY —— 


Electric & Telephone Line Construction Company 
TRANSMISSION DISTRIBUTION CONTRACTORS RIGHT OF WAYS 
OVERHEAD UNDERGROUND OHBMIOAL CONTROL 
CONSTRUCTION MAINTENANOB PHILADELPHIA TREB TRIMMING 
BALL FIBLD LIGHTING Wilmington, Del. * Portland, Me. * Altoona, Pa. GAS AND OIL LINBS 
NOW WORKING IN FOURTEEN STATES 
































HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 








pe Dulgan 


ENGINEERS 


CONSTRUCTORS 





WILLIAM 8S. LEFFLER 
Engineers Associated 
° Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON : CONNECTICUT 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORE 








(Professional Directory Continued on Next Page) 
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N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — APPRAISALS — DEPRECIATION STUDIES 
RATE CASES — BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 


Boston 10, Mass. Washington, D. C. 











Pioneer Service &Endgineoring Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. 


Complete Services for GAS and ELECTRIC Utilities 





DESIGNING «¢ ENGINEERING * CONSTRUCTION 
PIPING * EQUIPMENT ¢ SURVEYS « PLANS 


ns or Installations 


Complete Plant ; ee 
e profitable operation ENGINEERS 


for detuils 





SANDERSON & PORTER 
ENGINEERS 


CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 

Consulting Enginee 
~ _ eg NEW YORK 4, N. Y. 





80 BROAD STREET 
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ALBRIGHT & FRIEL, INC. 
PRANCIS S. FRIEL 
Consulting Engineers 
‘er, Sewage and Industrial waste Probie 
Airnelds, * Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


121 SOUTH BROAD STREET PHILADELPHIA 7 


JENSEN, BOWEN & FARRELL 
dea actor Mii 


rate inquiri yo - B fixed capital 
rate inguiren, deproiton at security issues. 








BLACK & VEATCH 
CONSULTING ENGINEERS 


ens )«6and = = re- 
ion of con- 
Public’ 't tility *Propertios 


4706 BROADWAY 


KANSAS CITY, MO. 


LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaie St., Cxicaco 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Pablic oo Valuations, Reports and 
Original Cost Studies. 
910 Electric Building 


Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 


Contractors 


TRANSMISSION LiINeES—UNDERGROUND DisTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH Degarsorn Sr. Cricaco 








W. C. GILMAN & COMPANY 


Consulting Engineers 
Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 


55 Liberty Street New York 5 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








Francis S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation — Service Life 
Studies — Construction Cost Indexes — 
Reports 


122 SoutH MICHIGAN AvENUB, CHICAGO 


UNITED STATES TESTING COMPANY, INC. 
HOBOKEN, NEW JERSEY 


Analyses - Testing - Inspection - Research 
A Complete Service 


Boston - Chicago - Los Angeles - New York 
Philadelphia - Woonsocket 








JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








WESTCOTT & MAPES, 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS @ REPORTS 
DESIGN °e SUPERVISION 
New Haven, Connecticut 
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Photo taken in Northern West Virginia coal fields by William Vandivert 


When a man goes underground in most modern coal _— Any discussion with mine safety experts 
mines, he removes an identification tab from a board about safety in America’s coal mines 
like the one shown here. It provides a visual check ao -A a po pence none pra 
on ¢ ach man, which is as basic a step in any mine- he egress rors calc 
safety program as “counting the noses” in a large 

family after a day at the county fair. 

This simple measure is one of dozens of practices ‘ . 

. Ae ar supervisors, works hard to popularize 
aimed to make mining safer. Indeed, modern mining mine-safety concepts. They not only 
techniques make it possible to offset almost every talk safety, display safety measures 
hazard of mining except one—and that is the natural in specially designed posters, but 
human tendency to become calloused to danger. even ‘‘sloganize’’ safety. One ex- 

In fact, U. S. Bureau of Mines records show that ample of this last is the use by min- 
individual carelessness, not spectacular mine disas- ers of the phrase *‘Be careful’ as a 
ters, add up to the big majority of all accidents. casual greeting whenever and wher- 
That's why trained safety experts strive to make all ever they meet each other in the mine 
miners safety-minded, every hour of every day. Be- passageways underground. 
yond that, the industry invests over 80 million dollars 


annually in health and safety equipment. As a result Aa 
of -ooperative efforts among operators, unions, and BITUMINOUS Aw) COAL 
government, last year’s coal mining safety record BITUMINOUS COAL INSTITUTE 


was the best since the Bureau of Mines first began A Department oF Nationat Coat Association 
ke: ping figures over 39 years ago. WASHINGTON, D. Cc. 


That's why the industry, through the 
efforts of its industrial mine-safety 


ITUMINOUS COAL .. . LIGHTS THE WAY. . . FUELS THE FIRES . . . POWERS THE PROGRESS OF AMERICA 











